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Appendix  1 

Review  of  the  ORT  Regions  and  Comparison  States 

1 .1    Overview  of  Activities  in  the  ORT  States 

Operation  Restore  Trust  was  a  national  program  designed  to  give  the  five  demonstration  states 
considerable  leeway  in  how  they  undertook  ORT  activities.  Accordingly,  ORT  activities  have  many 
similarities  and  many  differences,  which  are  the  subject  of  this  section.  In  the  following  sections,  we 
describe  the  activities  in  each  state,  followed  by  a  discussion  of  the  differences  between  the  ORT  states 
and  two  Department  of  Health  and  Human  Services  regional  offices  that  were  not  affected  by  Operation 
Restore  Trust. 

Exhibit  1-1  is  an  attempt  to  categonze  the  myriad  activities  that  took  place  over  two  years  in  the  five  ORT 
states.  It  is  an  over-generalization,  to  be  sure,  but  it  is  designed  to  highlight  the  differences  and  similanties 
in  the  ORT  activities.  It  also  is  an  attempt  to  put  these  activities  in  perspective.  Each  activity  is 
categorized  as  "smaller,"  "medium"  or  "largef'on  three  criteria: 

•  ORT  influence.  Almost  all  the  activities  shown  in  the  table  were  carried  out  before  ORT 
began  and  are  still  being  carried  out  now  that  ORT  is  over.  For  some  activities,  however. 
ORT  made  a  major  difference  in  how  they  were  carried  out  while  for  other  activities  the  effect 
of  ORT  was  minimal. 

•  Required  resources.  Some  ORT  activities  required  a  major  commitment  of  resources,  by 
which  we  mean  not  only  the  "ORT  budget"  but  also  the  time  of  personnel  from  federal  and 
state  agencies  and  Medicare  contractors.  The  total  resource  cost  of  some  of  the  activities, 
such  as  the  HHA  audits,  was  certainly  in  the  hundreds  of  thousands  of  dollars,  and  possibly 
more. 

•  Likely  impact.  The  impact  of  many  ORT  activities  was  very  difficult  to  quantify,  but  this 
cnterion  was  designed  to  give  at  least  some  indication  of  the  impact  the  activity  appeared  to 
have. 

It  must  be  emphasized  that  the  terms  "smaller,"  "medium"  and  "larger"  should  not  be  interpreted  in 
absolute  terms.  Rather,  they  are  intended  to  indicate  to  the  reader  unfamiliar  with  ORT  what  the  major 
initiatives  of  the  demonstration  were,  and  which  of  these  initiatives  were  most  affected  by  the  pnnciples 
of  Operation  Restore  Trust. 

We  begin  this  appendix  by  discussing  the  ORT  principle  that  was  most  important  at  the  regional  level,  that 
is.  the  goal  that  various  organizations  should  work  together  more  closely.  We  then  summarize  the  ORT 
states'  activities  in  each  of  the  ORT  focus  areas. 
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Summary  of  Activities  under  Operation  Restore  Trust 


Notes 
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1.1.1     The  Emphasis  on  Collaboration 


Could  Operation  Restore  Trust  make  different  agencies  work  more  closely  together'^  And  would  closer 
collaboration  make  efforts  to  reduce  fraud  and  abuse  more  effective?  The  answers  to  both  questions  are 
affirmative,  but  considerable  room  remains  for  improvement. 

The  Challenge  of  Collaboration 

Operation  Restore  Trust  was  intended  to  improve  collaboration  among  the  many  organizations  that  have 
some  responsibility  for  control  of  Medicare  and  Medicaid  fraud  and  abuse.  In  each  ORT  state  there  were 
probably  15  to  20  different  organizations  with  substantial  involvement.  Exhibit  1-2  shows  these 
organizations  and  some  of  the  relationships  between  them.  Though  there  were  three  formal  ORT 
partners — the  Office  of  Inspector  General,  the  Health  Care  Financing  Administration  and  the 
Administration  on  Aging — in  practice  the  number  was  closer  to  seven.  The  three  main  components  of  the 
OIG — the  Office  of  Inspections,  the  Office  of  Audit  Services  and  the  Office  of  Evaluation  and 
Inspections — are  so  different  that  they  are  almost  three  separate  agencies.  Until  August  1997,  each  HCFA 
regional  office  was  also  divided  into  Divisions  of  Medicare,  Medicaid  and  Health  Standards  and  Quality. 
The  lines  between  the  divisions  were  not  as  sharply  defined  as  at  OIG.  but  the  divisions  nevertheless  had 
different  roles. 

Accepting  for  the  moment  that  there  were  really  seven  formal  ORT  "partners,"  Exhibit  1  -2  also  shows  the 
relationship  each  had  with  ""outside"  agencies.  In  each  region,  the  HCFA  Division  of  Medicare  was 
responsible  for  oversight  of  the  contractors  who  operated  the  program  on  a  day-to-day  basis.  The  HCFA 
Division  of  Medicaid  worked  most  closely  with  the  state  Medicaid  agency,  but  each  state's  Medicaid  fiscal 
agent  (which  performs  the  claims-paying  role)  and  its  Medicaid  fraud  control  unit  also  had  responsibility 
for  fraud  and  abuse.  The  HCFA  Division  of  Health  Standards  and  Quality  worked  most  closely  with  the 
state  survey  agency,  together  they  did  inspections  ("surveys")  of  nursing  homes,  home  health  agencies  and 
hospice  programs  for  adherence  to  federal  quality  guidelines.  Similarly,  the  Administration  on  Aging 
worked  with  the  state  unit  on  aging  and  its  local  counterparts,  especially  the  state  long-term  care 
ombudsmen.  The  OIG  Office  of  Investigations  had  relationships  with  two  components  of  the  Depanment 
of  Justice:  it  and/or  the  Federal  Bureau  of  Investigation  pursued  cases,  which  were  prosecuted  by  the  U.S. 
Attorney" s  Office.  The  OIG  offices  of  Audit  Services  and  Evaluation  and  Inspections  did  not  routinely 
work  with  specific  outside  organizations. 

In  addition,  there  were  vanous  other  organizations  that  worked  on  Medicare  and  Medicaid  fraud  but  are 
left  out  of  the  exhibit.  Peer  review  organizations  (PROs)  reviewed  the  medical  necessity  of  Medicare 
services,  though  usually  not  with  a  focus  on  fraud.  Inspectors  General  with  responsibility  for  other  federal 
health  programs  (e.g.,  militarv  and  veterans"  health  care)  were  sometimes  involved,  as  were  state  and  local 
police  agencies  and  state  .Attorneys  General.  But  the  main  "players"  in  Medicare  and  Medicaid  fraud 
control  at  the  stale  level  were  as  shown  in  Exhibit  1-2. 

In  manv  situations,  there  was  no  need  for  cooperation  between  these  organizations,  or  if  there  was  then 
it  was  between  an  organization  and  one  of  its  "neighbors"  in  Exhibit  1  -2.  But  when  broader  collaboration 
was  necessary  ,  achieving  it  required  a  number  of  obstacles  to  be  overcome.  These  obstacles  mattered  to 
a  greater  or  lesser  degree  depending  on  the  state,  the  personalities  and  whatever 
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Exhibit  1-2 

Organizations  Responsible  for  Fraud  and  Abuse  Control 
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the  problem  at  hand  was.  Many  obstacles  were  unavoidable,  but  any  efforts  to  increase  collaboration  still 
had  to  step  around  them. 

•  The  differences  among  OIG  offices.  The  lines  between  OIG's  three  main  components  are 
sharply  defined,  which  reflects  their  different  missions,  the  different  types  of  people  who  staff 
them,  the  lack  of  staff  movement  between  them  and  the  fact  that  that  no  single  OIG  official 
is  in  charge  of  all  OIG  personnel  within  a  region. 

•  Strained  formality  between  the  OIG  and  HCFA.  In  any  department,  the  Office  of  Inspector 
General  is  not  supposed  to  have  a  relaxed  relationship  with  the  rest  of  the  department,  and  it 
rarely  does.  The  Health  and  Human  Services  OIG  pursues  fraud  by  individual  providers, 
which  HCFA  welcomes.  But  the  OIG  role  also  includes  pointing  out  areas  in  which  it 
believes  HCFA  could  do  a  better  job — and  even  on  occasion  to  probe  into  HCFA 
management  practices.  Every  OIG  semi-annual  report  has  a  potentially  embarrassing  list  of 
recommendations  that  HCFA  has  not  implemented.  Before  ORT,  the  prevailing  attitude 
among  HCFA  officials  about  the  OIG  was  (slightly  paraphrased),  "Oh  oh,  here  they  come," 
as  one  official  put  it.  Meanwhile,  many  OIG  personnel  thought  HCFA  wasn't  interested  in 
reducing  fraud  and  therefore  did  not  routinely  consult  with  HCFA  officials.  "Believe  it  or 
not,"  one  01  official  told  us,  "before  ORT  we  never  talked  to  HCFA.  Before  ORT,  we  never 
shared  with  earners  the  names  of  companies  that  we  were  investigating." 

•  Differences  in  physical  location.  Geographic  disperson  inevitably  means  that  working 
relationships  do  not  arise  naturally.  HCFA.  OEI  and  AoA  staff  are  concentrated  in  the 
regional  offices,  located  for  the  ORT  states  in  Atlanta  (for  Florida).  Chicago.  Dallas.  New 
York  City  and  San  Francisco.  OAS  and  01  also  have  staff  outside  the  regional  offices,  but 
they  tend  not  to  be  in  the  same  cities.  In  October  1996.  for  example.  OAS  had  61  people  in 
the  five  state  capitals  while  01  had  just  six.  In  cities  such  as  Buffalo.  Clearwater.  Houston. 
Orlando  and  San  Diego,  however,  OI  had  offices  but  OAS  did  not.  (See  Exhibit  10-6.)  Other 
organizations  with  responsibility  for  fraud  control  are  similarly  dispersed.  The  various  state 
agencies  are  based  in  the  state  capitals,  none  of  which  are  also  the  locations  of  the  federal 
regional  offices.  The  Medicare  contractors  are  also  in  different  cities  and  sometimes  different 
time  zones;  some  claims  from  California  home  health  agencies,  for  example,  were  paid  by 
Blue  Cross  of  Iowa. 

•  Different  backgrounds  of  personnel.  All  of  us  are  shaped  b\  our  education  and  our  work 
experience,  and  these  factors  could  be  quite  different  among  the  different  organizations.  This 
is  especially  true  in  OIG,  where  OAS.  01  and  OEI  can  be  described  without  much 
exaggeration  as  the  accountants,  the  police  and  the  professors.  Consequently,  there  is  little 
movement  of  staff  between  the  three  components.  Personnel  in  the  HCFA  Divisions  of 
.Medicare  and  Medicaid  are  often  designated  as  "health  insurance  specialists"  and  tend  to 
come  from  a  vanety  of  backgrounds;  there  is  consequently  more  interchange  between  the  two 
divisions  than  between  the  OIG  components.  HCFA  Division  of  Health  Standards  and 
Quality  personnel  were  among  the  very  few  people  in  ORT  who  had  clinical  backgrounds; 
many  were  nurses. 

•  Tensions  between  state  agencies.  The  comments  made  above  about  federal  agencies  also 
applied  in  some  cases  to  state  agencies.  The  Medicaid  fraud  control  units  are  separate  from 
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the  Medicaid  agencies,  for  example,  and  relationships  between  the  two  offices  are  sometimes 
strained. 

•  Tensions  between  the  federal  and  state  governments.  Regardless  of  politics,  relations 
between  federal  and  state  agencies  are  sometimes  tense  because  of  the  large  sums  of  money 
involved.  In  FY  1994,  for  example.  Medicaid  spending  in  the  ORT  states  totalled  S54.55 
billion,  of  which  S28.81  billion  came  from  HCFA.'  The  relatively  large  OAS  presence  in 
state  capitals  exists  so  that  federal  auditors  can  inspect  state  books  and  take  back  money 
where  appropriate.  In  1995.  for  example,  the  federal  government  sued  New  York  State  and 
recovered  S27  million  in  grant  payments. 

Lack  of  coordination  among  contractors.  Medicare  is  operated  on  a  day-to-day  basis  by 
contractors  that  pay  claims,  handle  relations  with  beneficiaries  and  providers,  and  uncover 
and  pursue  allegations  of  fraudulent,  abusive  or  erroneous  payments.  In  each  state,  the  ORT 
focus  areas  of  durable  medical  equipment,  nursing  home  services,  home  health  care  and 
hospice  care  happened  to  involve  unusually  large  numbers  of  contractors.  In  each  ORT  state. 
Medicare  Part  A  benefits  such  as  nursing  home  and  hospice  services  are  handled  by  fiscal 
intermedaries.  Home  health  care  is  an  exception;  it  is  the  responsibility  of  regional  home 
health  intermediaries  (RHHIs).  which  are  usually  separate  contractors.  Part  B  benefits,  such 
as  some  therapy  services  provided  to  nursing  home  residents,  are  handled  by  carriers. 
Durable  medical  equipment  is  an  exception,  it  is  handled  by  a  DME  regional  earner,  or 
DMERC.  In  any  state,  all  these  contracts  are  almost  always  held  by  separate  companies. 
Claims  for  a  nursing  home  resident  enrolled  in  a  hospice  program  might  be  paid  by  four  or 
more  separate  contractors.  These  contractors  are  competitors  with  different  computer  systems 
and  usually  located  in  different  cities.  At  least  some  observers  describe  their  funding  for 
fraud  control  as  inadequate  and  say  it  leads  them  to  place  undue  emphasis  on  paying  claims 
rapidly,-  and  they  received  little  if  any  additional  funding  under  Operation  Restore  Trust. 

•  Differences  in  availability  of  data.  Until  recently,  the  difficulty  of  obtaining  claims  data  was 
a  major  obstacle  to  coordinated  action.  Contractors  held  the  data  on  claims  they  paid,  which 
were  available  from  the  national  HCFA  data  center  only  with  a  lag  of  several  months  and 
sometimes  years.  HCFA  and  OIG  regional  staff  did  not  have  the  ability  to  obtain  and  analyze 
data  on  line;  data  became  available  only  after  specific  requests  were  made  to  the  contractors. 

•  Different  lines  of  authority.  All  HCFA  personnel  in  a  region  report  to  the  regional 
administrator,  which  facilitates  collaboration  among  the  divisions.  The  OIG  personnel  in  a 
region  report  to  the  regional  inspector  general  for  their  component;  there  is  no  regional 
inspector  general  in  charge  of  all  three  components.  The  first  place  where  lines  of  authonty 
intersect  in  OIG  is  in  the  office  of  the  Inspector  General  herself  OIG,  HCFA  and  AoA  lines 
of  authonty  intersect  in  the  office  of  the  Secretary.  Therefore  any  hesitancy  at  the  top  in 
interagency  cooperation  can  pla\  itself  out  in  the  regions.  And  HHS  officials,  of  course,  have 


I  HeaJlh  Care  Financing  Adminislraiion.  Medicaid  Bureau.  Medicuid  Suin.^tics  Program  and  Financial  Siaiisiic:  Fiscal  Yeqar  1994.  p 
:       Malcolm  K  Sparrov..  License  !<■  Steal  \Vh\  Fraud  I'laiues  America  s  Health  Care  System.  Boulder  CO.  Westviev,  Press.  19%.  p,  12. 
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no  authority  over  Department  of  Justice  and  state  personnel,  although  federal  funding  of  state 
Medicaid  programs  does  give  the  federal  government  some  mfluence  on  them. 

•  Differences  in  geographic  focus.  HCFA  staff  are  responsible  for  managing  contractors  in 
their  region.  01  investigators  pursue  individual  cases.  OEI  staff,  on  the  other  hand,  tend  to 
do  studies  that  are  national  in  scope.  OAS  auditors  sometime  work  on  provider-specific 
audits  but  also  (especially  before  ORT)  conduct  audits  that  are  part  of  broader  nation-level 
studies.  State  officials,  meanwhile,  work  on  state-level  projects,  while  the  U.S.  Attorneys  and 
the  FBI  are  typically  responsible  for  some  area  smaller  than  a  state. 

Changes  under  Operation  Restore  Trust 

Encouraging  increased  collaboration  was  a  hallmark  of  Operation  Restore  Trust.  This  encouragement 
took  several  forms. 

•  Direction  to  cooperate.  The  President,  the  Secretary,  the  HCFA  Administrator,  the  Inspector 
General  and  the  Assistant  Secretary  for  Aging  all  told  federal  officials  to  collaborate  more  in 
fighting  health  care  fraud  and  abuse,  and  the  HHS  officials  said  it  repeatedly.  Similar 
direction  to  their  officials  came  from  the  Attorney  General  and  the  governors  of  at  least  two 
states,  Florida  and  New  York.  Encouraging  collaboration  can  be  a  platitude,  but  after  visiting 
the  ORT  states  our  impression  was  that  many  officials  believed  the  direction  was  genuine  and 
attempted  to  comply. 

.  Centralized  control  over  funding.  The  Office  of  the  HCFA  Administrator  controlled 
disbursement  of  the  S7.9  million  ORT  budget,  and  on  two  occasions  it  slowed  down 
disbursement  in  an  effort  to  influence  OIG  activities.  Regardless  of  the  ments  of  the 
particular  disagreements,  control  of  the  purse  encouraged  the  organizations  to  move  in  one 
direction.  We  note,  however,  that  once  money  had  been  allocated  among  HCFA.  the  OIG  and 
AoA.  the  central  offices  then  allocated  it  among  their  regions.  An  alternative— which  we 
would  not  necessarily  recommend— would  have  been  to  allocate  funds  to  the  state  ORT  teams 
and  then  let  the  teams  decide  how  to  spend  it. 

•  Kick-off  conferences.  Each  state  started  Operation  Restore  Trust  with  a  conference  that 
brought  together  people  from  the  1 5  to  20  organizations  shown  in  Exhibit  1  -2.  and  some  other 
ones  as  well. 

•  ORT  teams.  Each  ORT  slate  had  an  ORT  team  that  typically  met  monthly.  It  usually 
compnsed  only  HHS  officials,  though  in  Florida  there  was  also  a  broader  group  that  included 
people  from  the  State  of  Flonda.  the  U.S.  Attorney's  Office  and  the  Medicare  contractors. 
Each  ORT  state  had  an  ORT  coordinator;  in  California  and  Florida  the  coordinator  was  a 
HCFA  official  while  in  the  other  three  states  the  coordinator  was  from  OIG. 

.  Monthly  teleconferences.  Teleconferences  involving  the  five  ORT  states  and  central  office 
personnel  in  Washington  and  Baltimore  were  held  monthly. 

•  Miami  satellite  office.  HCFA's  satellite  office  in  Miami  was  established  largely  in  order  to 
improve  coordination  of  anti-fraud  effons  in  the  South  Flonda  area. 
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The  Effects  of  Increased  Collaboration 

Operauon  Restore  Tn^st  clearly  resulted  in  more  collaborauon  among  the 

1  ^  This  result  was  not  tme  always  and  eveiywhere.  nor  can  its  continuation  be  assured.    In  general,  the 
Lre^ffi   It  HnRs  to  ma.e  were  Lse  that  crossed  the  soHd  Hnes  .n  Exh.b.t 

vaned  from  state  to  state,  dependmg  on  the  personalities  involved,  the  h.storrca.  -'-^t  P  Jrfw^ 
different  organizations  and  the  particular  fraud  challenges  at  hand.  As  an  approximation,  there 
probably  three  or  four  links  in  each  state  that  improved. 

In  Flonda.  for  example,  the  HCFA  Division  of  Medicare  worked  more  closely  with  both  the  OfHce  of 
Audit  services  and  the  state  Medicaid  agency.  In  New  York,  the  ^^'^^l^^'^'^'^^^^^ 
ombudsman's  office  developed  ties  where  none  had  existed.  In  Texas,  the  Division  of  Medi  are.  OAS^ 
OEI  and  01  also  appeared  to  work  more  closely  together  even  though  relations  were  s.d  to  be  good 
alfead    Al  o  in  New  York,  the  state  Medicaid  agency  did  work  with  the  Division  o  Med.ca^^  and  th 
alreaa> .  aiso  in  i>c  ...        mMFRP ^  that  had  never  been  done  before.  In  Illinois.  01 

durable  medical  equipmem  regional  contractor  (DMERC)  that  had  never  t>e  AMomev-s 

and  OAS  collaborated  sooner  and  more  closely  than  they  had  in  the  P-t-  " J  onda.  the  U.S.  Attorney 
Office  worked  much  more  closely  with  the  Division  of  Medicare  than  ,t  did  before  ORT.  In  all  sta  es^a.^ 
Ue  between  the  OIG  or  the  Division  of  Medicare,  on  the  one  hand,  and  AoA  or  the  Division  of  Health 
a^^Ouahty.  on  the  other  hand,  were  new.  since  AoA  and  the  Division  of  Health  Standards  and 
Quality  had  not  previously  been  involved  in  anli-fraud  efforts. 

M^y  o*=r  «la„o„ships  were  eUher  u.affec.ed  or  affeced  very  Uule  by  °P=™™  ^ 
,he  excepuons  of  Texas  and  Flonda,  coMaboranon  was  no.  notably  closer  between  OEI  and  the  other 

onrTon?      in  Califom.a  and  Ill.no.s.  Operation  Restore  Tmst  appears  to  ^^l^^^^T^tZ 
D,v,  ion  of  Medtcatd  and  the  state  Med.catd  agency.  In  Flonda.        conttnue  ">^J^^^ 
the  Dtvision  of  Medicare  and  the  law  enforcement  agencies,  cspecally  the  FBI   And  though  HCFA  s 
ITcolcl  contnbnted  to  Opetatton  Restore  T^st.  ^e.r  wortag  ..lattonshtps  conunued  to  be  wtth 
the  Division  of  Medicare  and  the  Office  of  Investigations. 

,h.  riRT  states  where  collaboration  did  improve,  there  is  strong  evidence  that  it 

health  agencies,  sblled  nursing  facilities  and  hospice  provide  .  ™e  yp  al  earn  inc^d 

:sr:rr~:s::rr::::r=r=panofanoAsaud,,of 

hospice  operations. 

.hefac,thatcoha.r...dn™^^ 

:-^:r:::e-;^^^^^^      — c  j;Si:=r 

amounted  to  real  progress.  The  challenge  nov.  i.      y  "messaee"  as  the 

— :d^^r:::r:.r:r::r::c~^ 
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V.  OPT  rinrnments  referred  to  collaboration  between  OIG  and 

of  the  attttudes  to  be  between  two  agenc.es  w.th.n  the 

HCFA  as  -bipartisan  -as  ,f  Cap.to  H.l  ^  ^.^^  '^^^^^^^^  in  which  additional  funds  would 

same  department.  More  substantively,  planning  for  the  post  UK   peno  ^^^^  ^^^^ 

be  available  thanks  to  the  Kassebaum-Kennedy  legislation,  app  ^^^^ 

would 

consultation  among  the  ORT  partners.  In  another  ,^i;^Z^^^  for  .t.'"  The  new 

r,nd  increased  access  to  Medic^e^s  claims  data  use  ^^^^J^  J  ,,oner. 
ways  of  doing  business  under  ORT  meant  P^^"  ' e  wavs  to  allocate  "credit"  among 
.adopt otherpeople-spnonues.^^^^^^  ^;  ^^^^  .„,,eased 

partners.   These  steps  are  difficult  to  take.   ^  ^"   P       ^  ^hat  continuing  such 

collaboration  was  such  a  success  that  it  was  sure  ^o^""""";- 
collaboration  will  require  active  efforts  by  officials  at  the  top  of  DHHS. 

112    ORT  Activities  Related  to  Home  Health  Agencies 

Tmst  than  was  the  case  for  the  other  focus  areas. 

health  rare  is  the  fastest  growing  component  of  the  Medicare 
HHAs  drew.his  ^^^Z^^:^^^^^  abuse  L  ma/or  forces  behind  that  growth^ 
program  and  many  DHHS  officia  s  belie  e  ^^^^  ^^^^  53  5 

Medicare  payments  for  home  health  care  jumped  five-fold  bet-een  j^^^^^,^;^,,  ,,„g  these 

bUlion  to  SI 6.9  billion,  or  99c  of  total  Medicare  spending.         "7;^^  ,ore  than 

services  rose  from  2.0  million  to  3.7  million,  and  the  t^^;^^^^^^^^  John's  Home 

doubled  from  36  to  76.'  In  ,994  an  ^^^^  ^^^i  1  on  . n  p^^^^^^^^^  been  inappropnate.y  made. 
Health  Agency-generated  an  estimate  '^^^^^^^  Georgia  led  to  Congressional 

At  about  the  same  time,  investigations  of  ABC  Home  Health  Serv  ice 
heanngs  and  cnm.nal  convictions  of  the  firm  and  its  two  top  managers. 

1  r,.H  most  of  the  changes  that  were  made  as  a  result  of  Operation  Restore  Trtist. 
The  HHA  projects  exemplified  most  ot  tne  cnangcb,  uia 

These  changes  included  the  following. 

at  specific  home  health  agencies  in  specific  areas. 

nir  audits  traditionalh  were  narrowly  financial  in  nature,  but 

services  and  the  possibility  of  fraud. 
.    A„  The  HHA  rev,ew.  co.b.ned  .he  Hnancal  expemse  of 

C^d'tors  and  the  cl,„,.al  expense  of  federal  and  s,a,e  survey  s.aff. 


  ,  r  n.rni  DeDanmenl  of  Health  and  Human  Services,  before  the  House 
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•  A  more  local  role  for  OEI  studies.  Studies  by  the  Office  of  Evaluation  and  Inspections  are 
almost  always  national  in  scope  and  written  for  Washington  and  Baltimore  policymakers,  but 
under  ORT  several  studies  were  done  that  were  used  by  investigators,  auditors  and  HCFA 
officials  concerned  vvith  potential  problems  in  their  own  areas. 

•  The  useful  role  of  travel  funding.  Several  activities  required  substantial  travel  from  both 
federal  and  slate  employees.  Without  the  ORT  funds  the  cost  of  the  travel  probably  would 
have  prevented  the  activities  from  taking  place. 

The  more  important  HHA  initiatives  were  as  follows.  These  activities  are  summarized  in  Exhibit  1-3. 
which  is  a  subset  of  Exhibit  1-1.  As  in  that  exhibit,  it  is  important  to  note  these  activities  varied 
considerably  in  the  resources  they  required,  the  effects  they  had  and  in  the  degree  to  which  they  reflected 
the  ORT  approach. 

•  Expanded  audits.  These  reviews  were  unlike  those  done  previously  by  DHHS.  First,  the 
focus  was  on  possible  fraud  by  providers  rather  than  possible  weaknesses  in  the  Medicare 
program.  Second,  individual  providers  were  identified  through  an  analysis  of  claims  data  that 
identified  providers  with  unusually  high  costs  per  beneficiary  or  visits  per  month.  Third, 
audits  were  more  investigational  in  nature.  Fourth,  both  financial  and  clinical  data  were 
examined.  Fifth,  the  review  teams  composed  not  only  auditors  but  also  clinical  personnel 
from  the  Division  of  Health  Standards  and  Quality  and  the  state  survey  agency. 

Details  varied  from  state  to  state,  but  in  a  rvpical  audit  25  or  30  claims  were  drawn  at  random, 
then  members  of  the  audit  team  interviewed  the  beneficiary  or  a  family  member,  the  physician 
who  signed  the  plan  of  care  and  the  beneficiary's  physician.  If  these  limited  inquines  yielded 
indications  of  fraud  or  abuse,  then  the  sample  was  expanded  to  100  claims.  The  HHA  was 
asked  for  the  beneficiaries'  charts  (10  at  a  time,  so  it  could  not  anticipate  the  request).  The 
intermediary's  medical  staff  then  reviewed  the  charts  and  the  information  gleaned  from  the 
interviews  to  determine  whether  the  beneficiary  qualified  for  the  services,  whether  the 
services  provided  were  appropnate  and.  sometimes,  whether  the  services  were  provided  at  all. 
Based  on  the  random  sample,  total  overpayments  were  estimated  at  the  90%  confidence  level, 
with  the  lower  bound  then  used  as  the  estimated  overpayment. 

In  the  five  ORT  states,  about  40  expanded  audits  reached  the  first  stage  where  25  or  30  claims 
were  analvzed  in  depth,  and  12  audits  involved  the  full  analysis  of  as  many  as  100  claims. 
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E«hlbil  1-3 


Summary  of  ORT  Home  Health  Agency  Activities 


Notes 

1  Calegorizalions  about  the  leialive  degree  of  likely  impact,  required  resources  and  ORT  influence  are  ail  approximate  and  relative  only  to  oltier  ORT  activities 
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Expanded  surveys.  Federal  and  state  officials  have  responsibility  for  inspecting  home  health 
agencies  to  see  if  they  meet  the  conditions  for  participation  in  Medicare,  but  in  the  past  the 
emphasis  has  been  very  much  on  the  quality  of  care.  Under  Operation  Restore  Trust  those 
inspections  (or  surveys)  were  expanded  to  include  indications  of  possible  fraud  and  financial 
abuse.  The  expanded  surveys  began  in  Texas  and  probably  had  the  most  impact  in  California, 
where  eight  agencies  in  "Phase  1 "  were  selected  for  expanded  surveys  and  six  were  either 
terminated  by  Medicare  or  withdraw  from  the  program  upon  learning  they  had  been  selected. 
In  the  second  phase  in  California.  39  agencies  were  selected  for  expanded  reviews,  and  18 
either  withdraw  from  Medicare  or  were  terminated. 

•  Investigations.  A  number  of  the  HHA  expanded  audits  and  expanded  surveys  resulted  in 
referrals  to  the  Office  of  Investigations  as  possible  fraud  cases.  Since  the  audits  and  surveys 
were  done  mostly  in  1996  and  investigations  take  time  to  pursue,  there  is  little  public 
information  about  the  outcomes  of  these  investigations.  The  only  ORT  project  that  did  have 
public  developments  was  the  investigation  of  St.  John's  HHA  referred  to  above.  The  ongmal 
investigation  was  not  part  of  ORT.  but  ORT  funding  has  been  used  to  pursue  it. 

•  Four-state  audit.  In  an  example  of  a  more  traditional  audit  project,  the  Offices  of  Audit 
Services  in  California,  Illinois.  New  York  and  Texas  collaborated  in  a  study  designed  to 
estimate  underlying  rates  of  fraud  and  abuse  among  HHAs  in  general.  (The  expanded  audits 
and  expanded  surveys  described  above  purposefully  targeted  aberrant  providers,  making 
generalization  impossible.)  The  result  was  a  finding  that  40%  of  Medicare  payments  for 
home  health  care  should  not  have  been  made,  resulting  in  losses  of  about  $2.6  billion  over  a 
15-month  period.  A  similar  statewide  random  sample  in  Florida  in  1994  found  that  26%  of 
claims  were  not  eligible  for  payment. 

•  Studies.  During  the  course  of  Operation  Restore  Trust,  OEI  published  1 1  studies  on  home 
health  agencies,  of  which  the  Atlanta  regional  office  (responsible  for  Florida)  prepared  seven. 
The  studies  complemented  the  audits  and  investigations.  The  audits  and  investigations 
involved  specific  providers  in  specific  parts  of  the  country,  while  the  studies  looked  at  the 
larger  picture.  Probably  the  most  influential  study  was  one  published  at  the  beginning  of  the 
ORT  demonstration.  Its  authors  found  that  average  payment  to  the  highest-cost  group  of 
HHAs  was  five  times  higher  than  to  the  lowest  group,  due  almost  entirely  to  differences  in 
the  number  of  visits  per  beneficiary.  This  finding  helped  set  the  agenda  for  the  HHA  projects 
under  ORT,  especially  since  a  companion  study  identified  the  states  that  had  the  highest 
number  of  visits  per  beneficiarv'. 

•  Cost  report  audit.  In  New  York,  auditors  from  the  OIG  and  the  fiscal  intermediary  inspected 
the  home  office  costs  of  a  large  home  health  agency  chain.  Although  this  type  of  audit  was 
more  in  keeping  with  the  audits  traditionally  conducted  by  OAS,  it  marked  a  new  level  of 
collaboration  between  the  OAS  and  the  fiscal  intermediary.  (Even  if  OAS  identifies 
overpayments,  only  the  fiscal  intermediary  can  recover  them.)  Field  audits  of  related 
organizations  were  done  even  though  they  were  in  another  state,  which  was  unprecedented. 
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1.1.3    ORT  Activities  Related  to  Skilled  Nursing  Facilities 


The  issue  with  skilled  nursing  facilities  is  not  the  skilled  nursing  benefit  itself  but  rather  all  the  services 
and  supplies  that  nursing  home  residents  receive.  The  concern  is  that  many  ancillary  services— such  as 
physical,  occupational,  speech  and  psychological  therapy— are  provided  when  the\  are  unnecessary. 
Similarly,  HHS  officials  believe  that  many  durable  and  non-durable  medical  supplies  are  being  ordered 
in  the  name  of  beneficiaries  who  either  do  not  receive  them,  do  not  benefit  from  them  or  are  not  billed  to 
Medicare  by  the  appropriate  provider. 

As  with  HHAs,  the  impetus  for  SNF  projects  included  dramatic  events  just  as  ORT  was  beginning.  In  the 
case  of  SNFs.  it  was  the  conviction  of  the  owner  of  the  Lincoln  Care  Center  in  Sacramento  for  fraud 
involving  S3.6  million  in  supplies  that  had  never  been  purchased  or  given  to  Medicare  beneficianes. 

The  analysis  of  claims  data  in  the  SNF  projects  was  much  more  difficult  than  it  was  for  the  HHA  projects. 
The  HHA  projects  generally  required  data  on  HHA  costs  (from  provider-specific  cost  reports)  and  claims 
for  HHA  services  submitted  on  behalf  of  individual  beneficianes.  The  SNF  projects,  by  contrast,  required 
claims  submitted  by  nursing  facilities  plus  also  claims  submitted  by  other  providers  who  served  patients 
in  nursing  homes.  And  since  Medicaid  pays  for  the  nursing  home  stays  of  many  more  patients  than 
Medicare,  the  more  ambitious  ORT  projects  used  Medicaid  data  as  well— which  increased  the  complexity 
of  the  work. 

Substantial  SNF  activities  took  place  in  each  ORT  state  and  are  summanzed  in  Exhibit  1-4.  The  major 
activities  were  as  follows. 

•  Data  matches.  In  Texas  and  New  York,  ambitious  efforts  were  made  to  match  claims  from 
different  Medicare  and  Medicaid  databases  to  construct  profiles  of  the  services  used  by 
residents  of  different  facilities.  The  goal  was  to  identify  services  that  were  already  covered 
by  the  payment  to  the  facility,  services  that  were  not  medically  necessary,  and  services  that 
were  not  provided.  In  New  York,  the  findings  prompted  focused  reviews  by  OAS  auditors 
that  resulted  in  a  number  of  referrals  to  the  Office  of  Investigations  or  the  state  Medicaid 
agency. 

•  Expanded  surveys.  As  with  home  health  agencies,  the  sun  ey  protocols  for  nursing  facilities 
were  expanded  to  include  indications  of  fraud  and  abuse.  In  one  New  York  facility,  for 
example,  94  residents  received  extensive  psychiatnc/psychological  services  even  though  they 
had  histories  of  dementia. 

.  Studies.  About  1 8  studies  dunng  Operation  Restore  Trust  examined  the  services  provided 
to  nursing  home  residents.  As  with  HHAs.  the  focused  attention  by  OEI  complemented 
activities  bv  the  other  ORT  participants,  since  the  studies  addressed  issues  at  the  national 
level.  Unlike  the  HHA  studies,  however,  the  SNF  studies  covered  a  wide  range  of  topics, 
including  mental  health  services,  durable  medical  equipment,  prescnption  drugs,  ambulance 
services  and  imaging  services. 

.  Expanded  audits.  In  Florida.  1 6  audits  were  conducted  that  examined  the  medical  necessity 
of  ancillarv  services  provided  to  nursing  facility  residents.  In  a  break  from  previous 
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procedures,  the  review  team  included  an  OIG  auditor,  a  nurse  from  the  state  survey  agency 
and  a  nurse  from  the  Division  of  Health  Standards  and  Quality. 

•  ORT  states  SNF  audit.  In  each  ORT  state,  one  SNF  with  unusually  high  costs  per  patient 
was  selected  for  an  in-depth  audit.  As  with  other  ORT  projects,  30  beneficiaries  were 
selected  at  random  from  each  facility  and  the  medical  necessity  of  the  claims  submitted  in 
their  name  was  examined.  For  these  150  beneficiaries,  S889,000  in  inappropriate  payments 
were  identified;  by  extrapolation,  about  $12  million  in  inappropriate  payments  had  been  made 
to  just  those  five  facilities. 

1.1.4    ORT  Activities  Related  to  Durable  Medical  Equipment 

For  a  number  of  years  DHHS  officials  have  believed  that  fraud  and  abuse  are  rampant  in  the  provision  of 
durable  medical  equipment.  As  is  generally  not  true  of  the  problems  seen  with  home  health  care,  nursing 
home  care  and  hospice  care,  many  of  the  DME  providers  involved  in  these  activities  make  little  pretense 
of  being  a  health  care  provider.  They  use  post  office  boxes,  fake  identification  and  other  tools  of  the 
common  criminal.  Accordingly,  the  DME  activities  under  Operation  Restore  Trust  were  more  likely  to 
be  investigations  and  less  likely  to  be  audits  and  surveys  than  was  the  case  for  the  other  focus  areas. 
Nevertheless,  DME  also  featured  in  ORT  activities  related  to  nursing  home  care  in  particular,  as  described 
above. 

As  summarized  in  Exhibit  1-5,  the  more  important  DME  initiatives  were  as  follows.  These  activities  were 
particularly  important  in  California.  Florida,  New  York,  and  Texas. 

•  Investigations.  In  recent  years  the  Office  of  Investigations  has  pursued  a  long  series  of  cases 
involving  fraudulent  and  abusive  billing  for  durable  medical  equipment  such  as  lymphedema 
pumps,  orthotics,  incontinence  devices  and  many  other  products.  Operation  Restore  Trust 
increased  the  number  of  investigators  who  could  pursue  these  activities  and  it  facilitated  a 
modest  amount  of  increased  cooperation  with  other  federal  and  state  agencies.  In  most  other 
respects,  however,  Operation  Restore  Trust  had  minimal  effect  on  the  conduct  of  the 
investigations. 

•  Data  matches.  In  New  York,  the  Medicaid  and  Medicare  programs  (through  the  DME 
regional  carrier)  cooperated  in  an  initiative  to  match  DME  claims  submitted  to  the  two 
programs.  Moreover,  a  routine  monthly  exchange  of  claims  data  was  put  in  place  so  that  the 
incidence  of  inappropriate  payment  in  the  future  could  be  reduced. 

Expanded  Review  of  DME  supplied  to  nursing  facilities.  In  Illinois,  HCFA  staff  reviewed 
claims  from  several  DME  suppliers  for  supplies  provided  to  nursing  facility  residents.  The 
reviews  involved  visits  to  eight  facilities,  and  several  problems  were  identified. 
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Exhibit  1-5 


Summary  of  ORT  Durable  Medical  Equipment  Activities 


Notes 
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Studies  and  policy  changes  on  provider  numbers.  Given  the  fly-by-night  character  of  some 
DME  providers,  tighter  control  over  provider  numbers  was  an  obvious — but  still  not 
straightforward — method  of  discouraging  fraud  and  abuse.  In  Flonda,  the  Medicare  program 
increased  its  efforts  to  ensure  that  numbers  were  given  to  legitimate  suppliers.  OEI  also 
conducted  a  study  of  applicants  for  new  provider  numbers  in  the  ORT  states.  Based  in  part 
on  this  work  in  Florida,  the  Medicare  program  was  expected  to  publish  a  proposed  rule  in  the 
Federal  Register  in  the  summer  of  1 997  that  would  increase  the  standards  for  DME  provider 
numbers. 

1 .1 .5    ORT  Activities  Related  to  Hospices 

In  this  report  we  have  referred  to  the  four  ORT  focus  areas,  but  an  argument  could  be  made  that  there  were 
really  3.5 — with  the  "0.5"  being  the  hospice  area.  For  some  purposes  it  was  an  ORT  focus  area  while  for 
others  (such  as  the  hotline)  it  was  not.  In  official  descriptions  of  Operation  Restore  Trust,  the  hospice 
benefit  was  sometimes  included,  sometimes  excluded  and  sometimes  descnbed  as  part  of  the  nursing  home 
focus  area. 

Hospices  were  the  most  important  ORT  focus  area  in  Illinois.  The  other  four  states  did  some  work  on 
hospices  but  their  primary  emphasis  was  on  HHAs.  nursing  facilities  and  DME.  Exhibit  1  -6  summarizes 
the  main  hospice  initiatives,  which  were  as  follows. 

Expanded  audits.  The  Illinois  ORT  team  took  the  lead  in  conducting  expanded  audits  of  1 2 
hospices  in  the  ORT  states  that  had  unusually  high  numbers  of  long-stay  beneficiaries.  The 
audits  combined  on-site  examinations  of  financial  records  and  medical  reviews  by  peer  review 
physicians  who  focused  on  the  beneficiaries'  eligibility  for  the  hospice  program.  In  the  12 
hospices,  about  657c  of  the  beneficianes  were  found  to  be  ineligible  for  the  benefit  in  the  first 
place.  Medicare  payments  for  these  beneficiaries  were  about  S83  million.  Several  hospice 
providers  were  referred  for  investigation  of  possible  fraud.  In  addition  to  these  audits.  ORT 
teams  in  California  and  Texas  undertook  similar  audits. 

•  Expanded  surveys.  In  Illinois,  California  and  New  York,  survey  protocols  for  hospice 
programs  were  expanded  to  place  more  emphasis  on  the  eligibility  of  enrollees  for  the  benefit 
and  on  other  issues  related  to  the  appropnateness  of  submitted  claims.  Results  from  these 
surveys  led  to  several  hospice  programs  being  referred  to  01  for  investigation. 

•  Investigations.  The  audits  and  surveys  resulted  in  several  referrals  for  investigation:  by  the 
end  of  Operation  Restore  Trust  no  civil  or  cnminal  proceedings  had  been  initiated. 

Studies.  Three  related  studies  were  done  on  hospice  services  provided  to  residents  of  nursing 
homes;  the  studies  were  in  draft  form  at  the  end  of  Operation  Restore  Trust. 

.Medical  appropriateness  of  transfers.  In  Flonda.  the  peer  review  organization  reviewed  a 
random  sample  of  30  transfers  from  HMOs  to  hospice  programs,  and  found  that  50'7c  were 
mappropriate. 
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Eihlbit  1-6 
Summary  ol  OHT  Hospice  Activities 
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1.1.6    OEI  Studies 


The  Office  of  Evaluation  and  Inspections  conducted  approximately  40  studies  under  Operation  Restore 
Trust.  With  only  one  or  two  exceptions,  these  studies  were  national  in  scope  and  therefore  a  separate 
overview  of  them  is  appropriate. 

OEI  is  the  smallest  of  the  three  OIG  components  that  have  regional  offices.  The  component  had  42 
staffers  in  the  ORT  states  (including  10  staffers  in  the  Atlanta  regional  office,  which  is  responsible  for 
Florida)  in  October  1996,  unchanged  from  the  beginning  of  ORT.  Their  role  was  to  conduct  studies 
(called  evaluations  and  inspections)  of  issues  affecting  programs  operated  by  DHHS.  Almost  all  OEI 
studies  are  national  in  scope:  having  them  done  from  regional  offices  gives  the  researchers  regional 
perspectives  they  might  not  have  if  everyone  were  based  in  Washington.  In  a  typical  OEI  study  on 
Medicare  payment  before  ORT.  the  researchers  developed  a  particular  study  question,  analyzed  claims 
data,  interviewed  program  officials  and  contractor  staff,  and  wrote  a  report  that  summarized  the  findings 
and  recommended  changes  to  HCFA.  The  report  would  be  issued  to  HCFA  in  draft  form,  then  published 
in  final  form  once  HCFA's  comments  had  been  considered.  Reports  tended  to  be  thorough,  might  involve 
considerable  onginal  data  collection  and  claims  analysis,  and  could  easily  take  two  or  three  years  from 
initiation  to  completion. 

Under  Operation  Restore  Trust,  many  of  the  studies  shown  in  Exhibit  1-7  were  little  different  than  they 
would  have  been  if  ORT  had  not  existed.  That  is  not  necessarily  a  cnticism,  since  OEI  suidies  would  have 
contributed  to  ORT  in  any  case.  Most  of  the  "ORT  studies,"  in  fact,  were  initiated  before  ORT  began. 
The  reason  they  addressed  issues  related  to  home  health,  skilled  nursing  facilities.  DME  and  hospice  care 
was  the  same  reason  that  ORT  itself  addressed  those  focus  areas:  senior  HHS  management  viewed  them 
as  fraud  and  abuse  problems.  Of  the  three  OIG  components,  most  people  we  talked  to  agreed  that  ORT 
had  the  most  effect  on  customary  ways  of  doing  business  at  the  Office  of  Audit  Services,  followed  by  the 
Office  of  Investigations,  followed  by  the  Office  of  Evaluation  and  Inspections. 

For  most  studies,  then.  ORT  had  little  effect  on  how  they  were  carried  out.  Nevertheless,  there  were  some 
changes,  as  discussed  below.  Most  of  these  changes  reflected  a  central  characteristic  of  Operation  Restore 
Trust:  that  resources  in  several  federal  agencies  in  five  states  were  all  focused  on  the  same  areas  at  the 
same  time.  Therefore  when  OEI  worked  on  home  health  care,  for  example,  so  too  were  OAS,  01.  HCFA 
and  other  agencies.  The  combination  of  resources  meant  that  solid  bodies  of  evidence  were  accumulated 
over  a  relatively  short  penod  (2-3  years).  In  home  health  care  in  particular.  OEI  was  producing  nationwide 
results  that  showed  inappropnately  high  utilization  at  the  same  time  as  OAS  was  conducting  in-depth 
audits  on  HHAs,  01  was  pursuing  high-profile  investigations  and  HCFA  was  drafting  new  conditions  of 
participation  for  HHAs.  The  same  concentration  of  complementary  initiatives  occurred  to  a  lesser  extent 
with  skilled  nursing  care,  durable  medical  equipment  and  hospice  care. 

Under  ORT,  the  leading  changes  in  the  OEI  studies  were  as  follows. 

•  Increased  relevance.  Though  individual  OEI  studies  have  always  been  capable  of  making 
an  impact,  several  OEI  officials  commented  to  us  on  the  higher  level  of  attention  their  work 
received  under  ORT.  Before  ORT.  "we  weren't  as  well  connected  to  the  policy  process  as 
we  thought  we  were."  said  one  senior  OEI  official. 

•  More  resources.  Although  OEI  staffing  was  unchanged  in  the  ORT  states  during  the 
demonstration.  OEI  staffers  did  report  that  funds  were  easier  to  obtain  for  travel,  computer 
hardware  and  other  expenses.  The  increased  funding  was  modest,  but  was  reported  to  have 
made  a  difference  in  several  studies. 
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Exhibit  1-7 

Summary  of  OEI  Studies  under  Operation  Restore  Trust 


Notes 


1  Categorizations  about  the  relative  degree  ol  likely  impact,  required  resources  and  ORT  influence  are  all  approximate  and  relative  only  to  other  ORT  activities. 


Type  Activity  DME 

Study  SNF  claims  data  analysis 

Study  Medicare  Payments  lor  l^enlal  Health  Services 
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Study  Payments  tor  Prescription  Drugs  Used  wilti  Net 

Study  Suppliers'  Acquisition  Costs  lor  Albuterol  Sullal- 

Study  Medicaid  Payments  lor  Incontinence  Supplies 

Study  Questionable  Medicare  Payments  lor  Wound  C 

Study  Marl<eling  ol  Wound  Care  Supplies 

Study  Wound  Care  Supplies  ORT  Data 

Study  The  Physician  s  Role  in  Home  Health  Care 

Study  Medicare  Heneliciary  Satislaclion  with  and  Unc 

Study  How  HMOs  Manage  Home  Health  Services 

Study  Geographical  Variation  in  Visits  Provided  by  HI 

Study  Home  Health  Services  Medicare  Beneliciary  S 

Study  DME  Action  Needed  To  Assure  Legitimate  Me 

Study  Enteral  Nutrient  Payments  in  Nursing  Homes 

Study  DME  Payments  in  Nursing  Homes 

Study  Medicaie  Services  Provided  to  Residents  ol  Sk 

Study  Nonprolessional  Services  in  SNFs 

Study  Part  B  Services  m  Nursing  Homes-  An  Overvie 

Study  Database  User  s  Guide 

Study  Identilicalion  ol  AberianI  Providers 

Study  Overview  ol  Payments 

Study  Nursing  Home  Database  Analysis  ( t ) 

Study  Nursing  Home  Database  Analysis  (2) 

3)udy  Texas  Nursing  Home  Database:  A  Developmer 

Study  Enteral  Nutrition  Therapy  Equipment  and  Supp 

Study  IV  Pole  Use  in  Nursing  Homes 

Study  Prescription  Drug  Use  in  Nursing  Facilities;  An 

Study  Prescnption  Drug  Use  m  Nursing  Facilities:  An 

Study  Prescription  Drug  Use  in  Nursing  Facilities:  A  F 

Study  Variation  Among  HHAs  in  Medicare  Payments 

Study  Home  Health  Agencies  Alternative  Coverage  £ 
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OEI-06-95-00221;  3/97 

LARGER 

Medium 

Medium 
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•  More  cooperation  with  HCFA  and  HCFA  contractors.  Several  people  told  us  that 
cooperation  improved  because  HCFA  found  OEI's  work  more  useful  at  the  same  time  as  OEI 
saw  increased  interest  at  HCFA  in  reducing  fraud  and  abuse.  In  the  past,  "a  lot  of  our  work 
was  ver>'  critical  of  HCFA,"  one  OEI  staffer  noted.  "When  you're  part  of  the  problem  it's 
hard  to  be  part  of  the  solution."  But  under  ORT.  HCFA  and  OEI  were  working  on  some 
difficult  problems  at  the  same  time,  such  as  controlling  the  dissemination  of  DME  supplier 
numbers  and  uncovenng  abusively  high  rates  of  home  health  care  visits.  "We  had  a  common 
cause."  the  OEI  staffer  said.  One  example  is  that  the  National  Supplier  Clearinghouse 
responded  to  an  OEI  request  for  data  in  two  weeks  instead  of  the  three  months  that  it  was 
allowed  to  take. 

Better  data  access.  Most  studies  require  Medicare  claims  data,  which  in  the  past  has  been 
sometimes  difficult  to  obtain  on  a  timely  basis.  This  situation  improved  during  ORT.  due  in 
part  to  increased  cooperation  with  HCFA.  in  part  to  the  (unrelated)  development  of  the  HCFA 
Customer  Information  System  and  in  part  to  improvements  in  software  and  hardware  that 
allow  analysis  to  be  done  today  on  a  personal  computer  that  several  years  ago  would  have 
required  a  mainframe.  Now  that  ORT  is  over,  however,  some  OEI  officials  have  complained 
that  Medicare  claims  data  is  becoming  more  difficult  for  them  to  obtain.  Dunng  ORT,  HCFA 
did  not  charge  the  OIG  for  access  to  its  claims  history  data.  This  "free"  access  to  HCFA  data 
and  files  has  ended  with  the  conclusion  of  the  demonstration  in  March  1997. 

•  More  cooperation  with  OAS  and  01.  OEI  studies  traditionally  were  directed  at  policymakers 
in  Baltimore  and  Washington.  Under  ORT,  however.  OEI's  work  found  new  readership  at 
the  working  level  in  the  regions.  The  Texas  nursing  home  database  was  an  unusual  OEI 
project  in  that  OAS.  OI.  HCFA  and  other  operational  agencies  could  use  it  to  direct  their  own 
anti-fraud  efforts.  The  same  is  true  of  the  OEI  reports  on  home  health  care,  especially  the 
study  that  showed  which  states  had  the  highest  numbers  of  visits  per  beneficiary.  "ORT  did 
show  us  we  have  a  new,  different  client,"  one  OEI  official  said,  referring  to  OAS  and  OI. 

•  More  local  emphasis.  As  noted  above,  the  Texas  database  was  an  unusual  OEI  project 
because  it  was  not  national  in  scope.  The  great  majonty  of  suidies  were  still  national  in  scope 
under  ORT,  but  where  they  did  provide  state-level  information  the  information  was  found 
useful  by  other  agencies. 

1.1.7    Policy  Initiatives 

"If  the  public  really  knew  how  open  the  whole  system  was  to  fraud,  they'd  be  up  in  arms."  was  how  one 
FBI  agent  described  the  need  for  improved  payment  policy.  Her  views  were  echoed  by  many  federal 
officials  we  talked  to,  who  reiterated  the  obvious  truth  that  closing  a  loophole  can  more  effectively  reduce 
fraud  and  abuse  than  any  number  of  audits,  surveys  and  so  forth.  Therefore  an  important  question  about 
Operation  Restore  Tmst  was  the  extent  to  which  it  affected  payment  polic\ .  We  defined  •  policy  change" 
as  any  of  the  following  four  initiatives. 

•  Change  in  legislation.  Such  changes  must  be  passed  by  Congress  and  signed  by  the 
President.  The  governing  statute  for  Medicare  and  Medicaid  is  the  Social  Security  Act.  titles 
XIII  and  XIX  respectively,  although  other  laws  can  also  affect  the  programs. 

•  An  Administration  proposal  to  change  legislation.  Although  the  Administration  may  make 
a  proposal  that  Congress  does  not  accept,  we  included  legislative  proposals  as  policy  changes 
because  they  are  always  significant  indications  of  what  DHHS  believes  the  policy  should  be. 

•  Change  in  regulations.  Much  of  Medicare  law  is  put  into  operation  through  specific 
regulations  that  are  wntten  by  DHHS  using  authonty  given  to  it  under  the  Social  Security 
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Act.  In  general,  regulations  are  published  in  the  Federal  Register  first  in  proposed  form  and 
then  in  final  form. 

•  Changes  in  contractor  manuals.  Payment  policy  that  does  not  have  to  established  by  state 
or  regulation  is  written  down  in  manuals  issued  by  HCFA  to  the  contractors  who  run  the 
Medicare  program  on  a  day-to-day  basis. 

In  roughly  declining  order  of  importance,  here  are  the  major  policy  changes  that  occurred  in  the  1995-97 
penod  that  Operation  Restore  Trust  conceivably  had  some  influence  on. 

•  Balanced  Budget  Act  of  1997  —  This  act  contamed  major  anti-fraud  provisions,  including: 

—  tighter  controls  on  providers  convicted  of  felonies  or  health  care-related  cnmes 

—  expanded  civil  money  penalties 

—  requirements  for  increased  provider  information  and  for  surety  bonds  by  home  health 
agencies  and  DME  suppliers 

—  improved  information  for  Medicare  beneficiaries 

—  replacement  of  reasonable  charge  payment  methods  by  fee  schedules 

—  improved  ability  of  Medicare  to  pay  fees  that  are  no  higher  than  an  "inherent 
reasonableness"  standard 

—  requirements  for  competitive  bidding  demonstrations 

—  requirements  designed  to  prevent  hospitals  from  favoring  related  providers  in 
recommending  post-hospital  care  to  patients 

—  requirements  to  pay  home  health  agencies  and  hospices  based  on  where  services  are 
provided,  and  a  restructuring  of  hospice  benefit  periods  to  prevent  abuses 

—  requirements  for  skilled  nursing  facilities  to  bill  Medicare  for  all  services  their  residents 
receive 

—  extension  to  non-physician  practitioners  of  the  requirement  to  provide  diagnostic  codes 
for  items  and  services  provided 

—  elimination  of  interim  payments  for  home  health  agencies 

Several  other  measures  contained  in  the  act  —  notably  the  implementation  of  prospective 
payment  methods  for  both  nursing  facilities  and  home  health  agencies  —  can  be  expected  to 
discourage  fraud  and  abuse,  but  were  enacted  for  reasons  that  went  well  beyond  those 
expected  effects.  Medicaid  also  received  a  number  of  new  fraud  and  abuse  protections.'* 


4      Some  of  the  Medicaid  provisions  (such  as  surely  hondsi  paralleled  the  Medicare  provisions  Other  Medicaid  provisions  included  a  ban 
on  spending  Medicaid  funds  on  non-healih-relaied  items,  conflict  of  interest  safeguards  for  .Medicaid  administrative  contractors,  a 
requirement  lor  tracking  payments  tor  dual  ehgibles.  and  requirements  for  states  to  establish  mechanisms  to  receive  repons  from 
beneficianes  and  compile  data  on  alleged  instances  of  waste,  fraud,  and  abuse 
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•  The  Health  Insurance  Portability  and  Accountability  Act  of  1996  (HIPAA)  —  This  act. 
known  less  formally  as  the  Kassebaum-Kennedy  Act.  became  law  in  1996.  Most  provisions 
of  the  act  were  directed  at  private-sector  health  insurance  markets.  But  certain  key  provisions 
provided  major  increases  in  longer-term  funding  for  anti-fraud  efforts  by  DHHS  and  the 
Department  of  Justice.  The  ORT  funding  model— and  interim  ORT  results— were  of  some 
importance  in  the  passage  of  these  provisions. 

•  The  Administration 's  FY  1998  budget  proposals  —  The  Administration's  FY  1 998  proposals 
included  several  measures  directly  related  to  ORT  focus  areas  and  building  on  ORT 
experience,  including  proposals  to  pay  home  health  agencies  depending  on  where  the  service 
was  provided  (rather  than  where  the  HHA  was  located),  to  eliminate  intenm  payments  to 
HHAs.  and  to  require  skilled  nursing  facilities  to  bill  Medicare  for  all  services  their  residents 
receive,  with  limited  exceptions.  As  of  July  1997,  the  proposals  had  not  been  acted  on. 

Home  health  agency  standards  —  Extensive  new  regulations  on  conditions  that  HHAs  must 
meet  to  participate  in  the  Medicare  program  were  published  in  March  1997.  Most  of  these 
regulations  were  related  to  quality  assurance  and  the  collection  of  a  standard  dataset  on  all 
patients.  One  provision,  however,  would  require  that  a  majonty  of  services  be  provided  by 
HHA  employees,  a  provision  designed  "as  a  means  of  preventing  the  establishment  of  'shell' 
HHAs  that  are  merely  a  fax  machine  and  a  nurse  used  as  a  billing  system."' 

•  DME  provider  standards  —  HCFA  is  taking  a  number  of  steps  to  establish  more  stnngent 
standards  for  DME  suppliers.  (See  Section  1 .3.5  below.) 

•  Care  plan  oversight  —  Effective  January  1 .  1 997.  Medicare  changed  the  rules  for  physicians 
who  bill  for  overseeing  the  care  of  beneficianes  who  are  receiving  hospice  care  or  home 
health  care.  (See  Section  1.5.10  below.) 

•  Compounding  of  medications  —  In  June  1 996.  the  Medicare  Carrier"  s  Manual  was  modified 
to  require  that  only  pharmacies  could  bill  Medicare  for  drugs  used  in  conjunction  with 
durable  medical  equipment  or  prosthetic  devices.  The  change  followed  a  recommendation 
from  the  ORT  team  in  Flonda  and  ORT-related  studies  by  OEI  in  Philadelphia.  (See  Section 
1.3.12  below.) 

•  Independent  physiological  laboratories  —  In  November  1 996.  HCFA  published  a  regulation 
in  the  Federal  Register  to  circumscribe  the  services  for  which  these  laboratones  could  bill. 
Further  restnciions  were  published  in  the  Federal  Register  in  October  1997.  (See  Section 
1.3.8  below.) 

The  first  difficulty  in  interpreting  these  policy  changes  and  others  is  measunng  the  impact  that  Operation 
Restore  Trust  had  on  them.  In  some  cases,  the  impact  is  fairly  direct:  e.g..  the  DME  proposals,  which 
followed  from  a  focused  set  of  studies  by  OEI  in  Philadelphia  (on  drugs/nebulizers)  and  work  by  HCFA 
in  Flonda  (on  provider  standards).  But  in  other  cases,  the  connection  is  more  ambiguous.  At  any  point 
in  lime,  there  are  aiwavs  several  changes  in  Medicare  policy  under  senous  consideration,  with  or  without 
ORT.  For  example.' prospective  payment  for  HHAs  has  been  suggested  by  diverse  groups  for  several 
years.  Senior  DHHS  officials  assert  that  the  results  of  Operation  Restore  Trust  helped  to  create  a  climate 
in  which  anti-fraud  efforts  had  a  better  chance  of  success,  not  only  on  Capitol  Hill  but  also  within  the 
Administration.  That  is  a  fair  statement  of  ORT's  influence.  Bui  more  explicit  causal  relationships  are 


5      Health  Care  Finanang  Adminisiralion.  "Medicare  and  Medicajd  Programs.  Conditions  ol  Panicipation  for  Home  Health  Agencies 
[Proposed  Rule). ■■  f<'Jfrii//?f.i;mf  62:46  (March  10.  1997),  p  11016 
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generally  difficult  to  prove.  Consider  the  Balanced  Budget  Act,  which  was  enacted  several  months  after 
the  end  of  the  demonstration  and  included  measures  specifically  targeted  on  the  ORT  focus  areas  of 
durable  medical  equipment,  home  health  care,  and  nursmg  facilities.  ORT  doubtless  had  a  major  role  in 
the  passage  of  the  Balanced  Budget  Act  s  anti-fraud  provisions.  However,  as  we  have  noted  throughout 
this  report,  the  reason  ORT  focused  on  these  areas  was  precisely  that  these  areas  were  widely  thought  to 
harbor  unacceptably  high  levels  of  fraud  and  abuse.  ORT  did  not  create  this  awareness,  even  if  ORT 
enhanced  it.  Meanwhile,  ORT  is  less  likely  to  have  made  a  substantial  contribution  to  the  other  major 
piece  of  legislation  over  this  period,  the  Kassebaum-Kennedy  Act.  This  act  passed  when  ORT  was  only 
a  year  old,  and  the  act's  provisions  were  also  less  targeted  to  the  ORT  focus  areas  than  was  the  case  with 
the  Balanced  Budget  Act. 

Quite  apart  from  the  issue  of  causation,  there  remains  the  issue  of  effects.  We  have  not  done  any 
independent  appraisal  of  the  likely  results  of  these  policy  measures,  for  reasons  described  in  Chapter  2. 
But  these  policy  changes  are  critical  anti-fraud  weapons,  given  ultimate  limits  on  the  effectiveness  of  an 
anti-fraud  strategy  based  purely  on  retrospective  enforcement  (i.e.,  on  "pay  and  chase").  The  scale  of 
possible  effects  of  these  policy  measures  is  suggested  by  recent  independent  estimates.  For  example: 

•  The  Congressional  Budget  Office  estimates  that  the  explicit  anti-fraud  provisions  in  the 
Balanced  Budget  Act  would  reduce  outlays  by  S300  million  between  FY  1998  and  FY  2002.'' 
Not  all  of  this  S300  million  is  ORT-related.  however,  as  this  figure  includes  not  only  the 
effects  of  ORT-related  provisions  (e.g.,  surety  bonds),  but  also  the  effects  of  provisions 
unrelated  or  only  tangentially  related  to  ORT  (e.g..  competitive  bidding).  And  even  for  those 
provisions  directed  squarely  at  the  ORT  focus  areas,  it  would  be  very  difficult  to  attribute 
credit  for  any  associated  savings  to  ORT  alone,  given  all  the  other  influences  present: 
Department  of  Justice  efforts.  Congressional  fiscal  concerns,  widespread  press  attention,  and 
others. 

•  CBO  also  estimated  that  prospective  payment  for  nursing  facility  services  and  home  health 
care  would  reduce  outlays  over  five  years  by  S9.5  billion  and  SI 6.2  billion,  respectively. 
Large  though  these  figures  may  be,  it  is  difficult  to  attribute  these  potential  savings  to  ORT, 
since  reduced  incentives  for  fraud  and  abuse  were  only  a  part  of  the  reason  that  Congress 
approved  prospective  payment  for  these  ser\ices. 

Thus,  the  possible  effects  of  ORT  may  be  quite  large,  but  specific  attribution  of  those  effects  to  ORT  is 
difficult  to  do. 

There  is  a  final  problem  in  thinking  about  the  level  of  savings  associated  with  ORT's  effect  on 
policy  changes.  To  do  credible  estimates  of  the  influence  of  ORT  on  savings,  we  would  need  somehow 
to  estimate  the  level  of  policy  change  that  would  have  occurred  without  ORT  —  i.e.,  to  provide  an  answer 
to  the  question  of  "what  would  have  happened  anyway."'  No  independent  estimate  of  the  effects  of  recent 
policy  changes  has  attempted  to  answer  this  question  (that  is  not  surprising,  as  any  such  estimate  would 
be  enormously  difficult  to  do).  But  in  the  absence  of  such  estimates,  nominal  savings  estimates  cannot 
be  taken  at  face  value  as  estimates  of  the  incremental  effects  associated  with  ORT  —  even  for  those  policy 
changes  entirely  attributable  to  ORT  —  since  some  policy-change  activities  would  have  occurred  without 
ORT. 


6      Congressional  Budgel  Office.  "Budgelan.  Implll;aIlon^  ot  ihe  Balanced  Budgei  Aci  of  19<)7."  iLeiier),  August  12,  1997.  Table  4A.  The 
S.W  milliiin  reduction  refers  lo  all  proMsions  in  ihe  subliile  except  one  unrelated  to  ORT  about  adMsor>  opinions  regarding  self- 
relerraJ.  which  CBO esiimated  would  increase  outlays  b>  S200  million. 
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In  sum.  the  expected  savings  from  policy  changes  are  difficult  ingorously  to  estimate  and  to 
attnbute  to  ORT  (or  any  other  single  inten-ention).  But  these  difficulties  do  not  minimize  the  significance 
of  ORT's  role  in  generating  policy  changes,  the  magnitude  of  the  possible  effects  of  those  changes,  or  the 
more  general  importance  of  the  changes  themselves  for  making  fraud  and  abuse  in  the  Medicare  program 
more  difficult. 

1.2  California 

1.2.1  Overview 

ORT  activities  are  influenced  profoundly  by  the  California  context.  In  terms  of  fraud  and  abuse 
enforcement,  the  key  elements  of  that  context  are  as  follows: 

•  California  is  a  large  state  with  many  large  population  centers  from  the  northern  to  the 
southern  parts  of  the  state.  Roughly  60%  of  all  Medicare  beneficiaries  in  the  state  reside  in 
southern  California.  Interviewees  from  all  of  the  partner  agencies  and  from  offices  in  both 
the  northern  and  southern  parts  of  the  state  believed  that  fraud  and  abuse  were  concentrated 
in  the  southern  part  of  the  state. 

•  01  is  geographically  dispersed  in  California,  which  increases  the  challenge  of  coordination 
within  OIG  and  among  ORT  partners,  even  as  it  places  01  offices  closer  to  enforcement 
activities.  There  are  two  01  distnct  offices  in  California,  one  in  San  Francisco  (with  sub- 
offices  in  Sacramento,  as  well  as  Portland.  Oregon,  and  Seattle.  Washington)  and  one  in  Los 
Angeles  (with  a  sub-office  in  San  Diego,  as  well  as  Phoenix.  Arizona). 

•  HCFA  has  its  regional  office  in  San  Francisco.  However,  within  the  San  Francisco  offices 
of  the  ORT  partner  agencies,  there  is  some  geographic  dispersion:  HCFA  staff  are  located  in 
one  building,  AoA  and  OIG  in  a  second  building.  Meanwhile,  AoA  staff  in  San  Francisco 
are  spread  between  their  duties  in  Region  9  and  in  the  Denver  region. 

•  HCFA's  Seattle  regional  office  oversees  the  DMERC  that  serves  California  (Cigna).  The  San 
Francisco  RO  oversees  the  major  Part  A  intermediary  (Blue  Cross  of  California),  the  Part  B 
earners  (Transamerica  in  southern  California  and  National  Heritage  Insurance  in  northern 
California),  and  the  pnncipal  RHHl  (Blue  Cross  of  California).'  Prior  to  ORT.  HCFA  had 
begun  somewhat  systematically  to  pressure  contractors  to  institute  more  aggressive  anti-fraud 
effons.  In  California,  these  HCFA  efforts  paid  off  in  the  sense  that  at  least  two  of  the 
contractors  —  Transamerica  and  Blue  Cross  of  California  —  were  said  to  be  fairly  actively 
involved  in  ORT  efforts,  albeit  without  large  or  consistent  ORT  funding. 

There  are  four  U.S.  Attorneys  Offices  in  California  (Northern,  Eastern,  Central,  and 
Southern),  with  an  inter-agency  task  force  in  each  distnct  devoted  to  health  care  fraud. 

•  Until  recently,  the  state  Agency  on  Aging  was  a  relatively  weak  participant  in  ORT.  although 
It  has  been  more  actively  involved  in  recent  months.  Other  parts  of  state  government  have 
been  senous  participants  in  ORT  from  the  beginning  —  notably,  the  state  surveyors  for  home 
health  agencies. 


.Sole  thai,  lor  home  healih  agencies  ihai  are  chains,  Calilomia  claims  20  lo  a  differem  RHHl  Blue  Cross  ol  Iowa  In  addition,  some 
California  home  hcalih  agencies  lhai  are  noi  chains  have  elected  10  use  Blue  Cross  ol  Iowa  xs  iheir  RHHl  . 
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The  main  organizational  tool  for  ORT  in  California  is  the  ORT  Steering  Committee,  composed  of 
representatives  of  AoA,  OAS,  OEI,  01.  and  HCFA  (including  staff  from  Region  10  who  oversee  the 
DMERC  serving  California).  The  steenng  committee  met  every  2-4  weeks  in  the  beginning  of  ORT.  In 
the  last  six  months,  it  has  began  meetmg  somewhat  more  frequently  (every  2-3  weeks  for  approximately 
two  hours).  Unlike  three  of  the  other  four  ORT  regions,  California  has  a  full-time  ORT  coordinator, 
Michael  Piazza  of  HCFA,  who  spends  907c  of  his  time  on  ORT-related  work.  Several  members  of  the 
steering  committee  felt  that  having  a  full-time  ORT  coordinator  lad  to  a  "more  cohesive"  ORT  team  than 
would  otherwise  have  been  possible. 

Before  ORT,  OIG  and  HCFA  met  infrequently  —  essentially,  for  case-specific  consultations,  with  what 
was  described  as  "little  follow-up."  Detection  and  enforcement  processes  were  "joint"  among  agencies 
only  in  a  sequential  sense:  one  agency  would  do  its  work  (e.g.,  a  contractor  would  do  post-payment 
review),  and  a  second  agency  would  act  thereafter  (e.g.,  the  contractor  would  forward  the  case  to  01,  with 
little  discussion  or  larger  strategizing  and  only  routine  information  transfer).  ORT  has  created  more 
simultaneity  m  the  work  of  these  agencies,  with  important  consequences  for  the  intelligence  of  the  process. 
However,  in  the  opinion  of  at  least  some  ORT  partners,  there  were  important  limits  to  what  could  be  done 
under  ORT,  largely  due  to:  1)  the  limited  ORT  role  of  certain  key  players  (notably,  the  Assistant  U.S. 
Attorneys,  or  AUSAs,  who  were  not  formally  at  the  table):  and  2)  central-office  bottlenecks  in  the 
resolution  of  proposed  program  changes  that  the  regional  office  has  identified. 

California  ORT  initiatives  grew  from  a  relatively  deliberate  and  structured  planning  process  that  explored 
a  set  of  initial  possibilities  and  then  focused  more  intensively  on  areas  where  the  most  significant  problems 
were  found.  Collectively,  California  ORT  initiatives  have  targeted  home  health  agencies  most  of  all,  with 
lesser  impacts  expected  on  nursing  homes  and  DME  suppliers: 

•  All  three  components  of  the  OIG,  plus  HCFA  and  its  RHHI  contractors,  have  been  involved 
in  the  multi-pronged  home  health  effort.  This  set  of  initiatives  has  targeted  suspect  HHAs  for 
audits  and  for  expanded  (comprehensive)  surveys  by  the  regional  office  and  state  surveyors. 
In  addition,  OEI  is  performing  special  analyses  to  establish  identifying  traits  of  suspect 
suppliers;  and  all  ORT  participants  have  worked  to  develop  follow-up  policy 
recommendations  to  make  the  home  health  benefit  less  vulnerable.  In  the  next  survey  cycle, 
100  agencies  are  to  be  surveyed  by  state  surveyors.  OAS  is  involved  with  its  counterparts  in 
other  ORT  states  to  perform  audits  of  a  representative  sample  of  beneficiaries  to  develop 
estimates  for  the  underlying  population  error  rates  in  the  home  health  benefit.  A  set  of 
hospice  initiatives  has  also  been  pursued,  although  with  less  emphasis  than  in  some  other 
regions. 

•  HCFA  is  authonzing  the  suspension  of  payments  at  an  earlier  stage  of  audits  and 
investigations  than  was  done  before  ORT.  These  suspensions  reduce  the  government"  s 
financial  exposure  by  stopping  the  fiow  of  funds  to  suspicious  suppliers.  To  confirm 
suspicions  sufficiently  to  support  the  suspensions,  closer  interagency  collaboration  has  been 
required  among  HCFA,  01,  OAS,  and  the  Medicare  contractors.  The  HHS  Office  of  General 
Counsel  (OGC)  has  been  consulted  by  HCFA  on  payment  suspension  decisions. 

•  A  series  of  nursing  home  initiatives  were  pursued,  with  a  focus  on  improper  billings  for 
ancillary  services.  These  initiatives  were  largely  done  by  OAS  (targeted  audits  of  nursing 
homes  with  outlier  levels  of  charges  for  medical  supplies  and  other  Part  B  items),  OEI 
(national  inspections  of  the  quality  and  medical  necessity  of  nursing  home  imaging  practices 
and  of  the  use  and  cost  of  ambulance  services  for  nursing  home  patients),  and  HCFA 
(working  with  the  earner  to  institute  front-end  screens  on  psychological  services  for  nursing 
home  and  residential  care  patients). 
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•  The  latter  project  points  to  a  more  general  change  for  HCFA.  HCFA  used  tu  o  new  personnel 
slots  that  became  available  at  the  beginning  of  ORT  to  establish  a  data  analysis  capability  for 
fraud  and  abuse  efforts.  This  capability  has  pennitted  HCFA  to  identify  abusive  patterns  in 
psychological  services,  DME,  home  health,  and  other  Part  B  services  provided  to 
beneficiaries  in  nursing  homes  and  residential  care  facilities.  HCFA  then  works  with  its 
contractors  in  the  development  of  their  cases.  Thus,  HCFA  has  now  become  an  active  partner 
in  the  identification  and  investigation  of  program  abuses.  This  is  a  major  role  change  from 
HCFA's  pre-ORT  role  of  periodic  monitoring  of  contractor  fraud  and  abuse  performance. 
The  new  personnel  and  database  resources  for  data  analysis  in  HCFA  has  brought  about  this 
important  change. 

•  DME  initiatives  in  California  sought  to  build  upon  the  capacities  of  the  DMERCs,  by 
including  the  Region  10  project  officer  for  the  DMERC  on  the  Region  9  ORT  Steering 
Committee,  by  exchanging  data  with  the  DMERC,  and  by  supplementing  the  work  of  the 
DMERC  with  special  HCFA  analyses  and  OAS  audits. 

•  AoA  has  worked  with  HCFA  and  01  to  develop  materials  and  provide  training  for  the  long- 
term  care  ombudsmen  in  the  state.  In  addition,  all  of  the  ORT  panners  have  worked  together 
for  a  special  outreach/education  effort  in  the  Los  Angeles  area,  to  sensitize  senior 
organizations  and  provider  associations  to  the  issues  of  fraud  and  abuse. 

These  activities  have  had  an  important  impact  on  how  HCFA,  the  OIG.  and  AoA  do  business  in 
California.  The  resources  involved  have  been  more  strategic  than  large.  Throughh  FY  1 996  the  additional 
resources  were  as  shown  in  Exhibit  1-8.** 


Exhibit  1-8.  California  ORT  Demonstration: 
Overview  of  ORT  Resources,  by  Agency  and  Unit 


AGENCY  AND  UNIT 

NEW  STAFF 

FUNDS 

OIG/OI 

9  agents 

•  4  in  southern  California. 

•  5  in  northern  California  (one  later  quit,  not 
replaced) 

Funds  for  travel,  computer  upgrades,  and 
miscellaneous  expenses. 

OIG/OAS 

1  auditor 

5205,420  ($155,00  for  travel,  with  the 
balance  tor  computer  upgrade  and 
miscellaneous  expenses) 

OIG/OEI 

None,  But  contracted  with  two  professional 
services  consultants  to  augment  slan  (very 
unusual)  and  one  medical  review  contractor 

(less  unusual) 

SIOO.OOO  (approximate  figure),  including 
$44,000  for  Medical  Review,  $25,000  for 
professional  services  contracts.  $15,000  for 
travel  $13,000  for  supplies  and  computer 
equipment. 

HCFA 

None — Traded  time  on  supervision  for  time  on 
ORT  Used  "displaced  supervisors"  freed  by 
reorganization  from  their  former  duties  (part  of 
the  "reinventing  governmenr  process).  Also, 
used  new  fraud  and  abuse  slots  in  Medicare  for 
new  data  analysis  capability 

$135,000.  largely  for  travel  tor  home  health 
surveys  (by  regional  office  personnel  and 
state  personnel) 

AoA 

None. 

$30,000  (roughly  one-half  for  northern 
California  and  one-half  for  southern 
California) 

S       All  fiscal  years  relerenced  in  this  appendix  are  federal  fiscal  \earb 
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In  this  view,  ORT  represented  an  infusion  of  staff  (particularly  to  01).  additional  funds  for  equipment 
(especially  for  01  and  OAS)  and  outside  services  (e.g.,  contract  services  for  OEI  and  contractor  and  state 
survey  expenses  for  HCFA),  and  meanwhile  provided  one  key  strategic  resource  for  all  the  partners: 
travel." 

For  the  balance  of  this  section,  we  will  review  the  most  important  California  projects  as  determined  by  the 
California  ORT  Steering  Committee.  Two  issues  should  be  emphasized.  First,  the  order  in  which  these 
projects  are  presented  is  not  itself  a  cntical  evaluation  issue  (the  ordering  of  projects  is  a  convenience  for 
structunng  the  discussion  and  giving  a  rough  sense  of  where  regional  pnorities  were  set).  More  important 
than  the  rank  order  of  a  project  is  the  descnption  of  how  the  project  differed  from  pre-ORT  ways  of  doing 
business  and  what  the  project's  expected  impacts  will  be.  Second,  many  of  the  projects  we  discuss  below 
are  now  being  handled  by  law  enforcement  agencies.  Those  agencies  have  generally  insisted  that  we 
refrain  from  describing  matters  concerning  case  status  and  strategy.  As  a  result,  the  discussions  that  follow 
generally  under-report  case  referrals  to  the  OI  and  the  U.S.  Attorney.  The  best  information  we  have  on 
referrals  is  thus  presented  in  more  aggregated  form  in  Appendix  5,  where  we  analyze  case  tracking  data 
from  CIMS. 

1 .2.2    Review  of  Home  Health  Projects 

When  ORT  began,  the  Southern  California  01  field  office  had  a  significant  number  of  home  health  agency 
complaints  pending.  One  of  these  cases  had  been  successfully  prosecuted  around  the  date  that  ORT  began. 

A  series  of  initiatives  outside  California  dramatized  the  vulnerability  of  the  home  health  benefit  and 
revealed  surprisingly  high  error  rates  in  the  use  of  the  benefit.  In  particular,  Flonda  work  on  home  health 
(especially  the  enormous  disallowances  in  the  St.  John's  case)  and  the  even  larger  fines  and  convictions 
in  the  ABC  (First  American)  case  added  to  the  great  interest  in  the  problems  of  home  health  in  California. 
California  undertook  a  multi-pronged  attack  on  home  health  fraud  and  abuse  that  grew  to  become  the 
largest  single  emphasis  of  the  California  ORT  demonstration. 

There  were  five  major  components  to  the  home  health  initiative: 

1 .  A  series  of  provider-specific  audits  by  OAS. 

2.  Special  compliance  surveys  by  HCFA,  first  by  the  regional  office  staff  themselves  and 
then  by  state  survey  staff  working  with  HCFA  support. 

3.  A  subsequent  inspection  by  OEI,  designed  to  profile  the  common  characteristics  of 
problem  home  health  agencies. 

4.  A  set  of  miscellaneous  home  health  and  hospice  projects  that  were  mainly  designed  to 
explore  the  effects  in  California  of  methods  developed  elsewhere  (e.g.,  the  pre-ORT 
hospice  reviews  in  Puerto  Rico). 

5.  A  deliberate  set  of  follow-up  policy/prevention  efforts,  both  within  the  region  (including 
a  major  report  and  a  change  in  Region  9  provider  cenification.  branch  office,  and  other 
requirements)  and  in  collaboration  with  other  ORT  regions. 


Consider:  from  FY  199:  to  F)'  1995  (roughls.  the  beginning  of  ORTl.  travel  funds  for  HCFA  aJone  in  Region  9  increased  from 
S44.''.089  to  S.'i79.  397.  In  FY  1996,  travel  funds  v,ere  cut  to  S37  1 ,  l.v.  excluding  ORT  funds  ORT  funding  thus  arrived  jusl  as  travel 
funding  was  being  othervMse  cut 
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We  will  discuss  each  of  these  components  in  turn. 
OAS  Audits 

The  home  health  audits  done  in  California  were  similar  to  those  done  in  other  ORT  regions.  For  example, 
as  in  Florida  (see  Section  2),  these  audits  were  characterized  by: 

•  A  focus  on  particular  providers  —  When  the  IG  was  created  in  1 976,  OAS  would  target 
specific  providers  in  audits  labeled  '"project  integrities."  In  the  early  1980s,  the  focus  in 
California  shifted  more  towards  studies  of  Medicare  program  policies/procedures  and 
towards  audits  of  the  Medicaid  program  and  administrative  costs  claimed  by 
contractors/grantees.  Less  emphasis  was  spent  on  auditing  and  recovering  overpayments 
from  individual  providers  (with  some  notable  exceptions,  such  as  the  large  recoveries  in 
overclaims  from  clinical  laboratories  and  hospital  credit  balances  owed  Medicare). 
Although  OAS  used  some  computer  profiling  techniques  before  ORT  (e.g.,  in  the  case 
of  the  clinical  laboratory  work),  such  techniques  were  not  common.  OAS  significantly 
increased  its  use  of  computer  databases  under  ORT  to  identify  providers  with 
questionable  billing  patterns. 

•  Data-driven  methods  to  target  suspects  —  Rather  than  reacting  in  response  to  particular 
complaints  or  tips,  these  ORT  audits  used  data  analysis  and  consultations  with  Medicare 
contractors  to  isolate  suspicious  providers. 

•  Collaboration  as  the  work  is  being  done,  rather  than  sequentially  —  OAS  collaborated 
with  HCFA,  01,  state  officials,  and  the  RHHI  before,  during,  and,  in  some  cases,  after, 
the  audits  were  being  done.  This  contrasted  with  standard  practices  prior  to  ORT.  Under 
earlier  practices,  HCFA  and  the  auditors  would  agree  on  a  substantive  workplan,  but  had 
limited  communication  thereafter  until  the  draft  audit  report  was  delivered  to  HCFA  for 
comment.  State  officials  and  the  RHHI  might  not  be  involved  with  OAS  at  any  point. 
And  while  OAS  was  necessarily  in  contact  with  01  before  ORT  (particularly  whenever 
fraud  was  suspected),  OAS  did  fewer  provider-specific  audits  at  that  time,  so  that  the 
OAS  and  01  missions  were  more  divergent  and  their  occasions  for  direct  collaboration 
more  infrequent  than  came  to  be  the  case  in  this  demonstration. 

•  Examination  of  financial  issues  in  conjunction  with  clmical  and  coverage  issues  —  While 
auditors  typically  focus  on  financial  issues  such  as  the  allocation  of  overhead  costs  in  the 
Cost  Reports,  these  ORT  audits  were  deliberately  expanded  to  investigate  whether 
services  were  medically  necessary. 

Work  on  this  project  began  in  July  1995.  OAS  worked  with  the  intenmedian.'  to  download  data  from 
HCFA's  Hospital  Cost  Report  Information  System  (HCRIS).  Four  measures  were  involved:  total 
reimbursement  per  agency,  year-to-year  increase  in  total  reimbursement  per  agency,  number  of  visits  per 
user,  and  number  of  users  per  agency.  (OAS  in  Florida  had  given  the  California  office  these  indicators, 
with  year-to-year  change  identified  as  especially  powerful  for  isolating  problem  agencies.)  OAS  listed  the 
top  30  agencies  on  each  measure,  and  then  looked  across  the  lists  to  see  if  agencies  were  outliers  on 
multiple  measures  (many  were).  OAS  then  reviewed  these  lists  with  the  ORT  partners  —  in  particular, 
HCFA.  the  RHHI,  OI.  and  state  survey  staff  —  to  get  more  subjective  judgments  of  problem  agencies. 

Based  on  these  reviews,  OAS  identified  a  consolidated  list  of  the  30  worst  agencies.  It  then  did  initial 
reviews  of  some  of  the  agencies  represented,  to  determine  whether  the  suspicions  were  warranted.  First, 
OAS  selected  one  agency  in  nearby  Sacramento.  Ba.sed  on  a  preliminary  review,  there  were  no  problems 
at  this  agency.  Then.  OAS  did  probe  samples  at  two  agencies  in  Los  .Angeles,  focusing  on  25  beneficiaries 
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at  each  agency.  At  one  of  the  agencies,  the  error  rate  was  25'r .  generally,  for  beneficiaries  not  homebound 
and  not  receiving  claimed  services.  At  a  second  agency  —  which  ue  shall  term  '".Agency  .A"  —  the  rate 
was  double  that.  At  that  point  (December  1995),  O.AS  commenced  a  more  thorough  review  of  100 
beneficiaries  at  Agency  A. 

These  reviews  were  conducted  much  as  in  other  ORT  states;  OAS  reviewed  a  statistical  sample  of  claims, 
based  on  which  OAS  would  then  interview  the  beneficiaries  in  the  sample  and  the  physicians  who  certified 
the  plans  of  care.  At  that  point.  OAS  went  to  Agency  A  to  pull  the  medical  records  of  the  beneficiaries; 
and  a  HCFA  nurse  in  the  Division  of  Health  Standards  and  Quality  performed  a  medical  review  of  selected 
cases  for  eligibility  and  coverage  purposes  (the  first  time  that  HCFA's  regional  office  staff  had  been  used 
in  an  OAS  audit).  Medical  review  staff  at  the  RHHI  —  in  a  collaboration  that  was  not  unprecedented, 
but  was  unusual  and  unusually  easy  to  arrange  —  later  reviewed  each  case  to  confirm  the  initial  reviews. 
OAS  then  extrapolated  from  the  sample  to  the  population  of  Agency  A  claims  for  Medicare  patients  dunng 
the  12-month  audit  period  (FY  1995). 

This  review  led  to  a  draft  report  on  January  26.  1 996.  The  draft  OAS  report  found  that  60%  of  the  S3. 5 
million  in  payments  to  Agency  A  were  not  allowable.  Based  upon  those  draft  results,  payments  to  Agency 
A  were  suspended  immediately.  This  suspension  was  a  first  in  California,  and  it  was  based  on 
coordination  with  HCFA  and  HCFA's  OGC.  It  was  designed  to  prevent  open-ended  losses  to  the 
government,  in  the  form  of  continued  payments  to  suspect  suppliers  from  whom  the  money  might  never 
be  recouped.  OAS  has  since  referred  the  case,  and  the  provider  (and  provider  associations)  have 
responded  with  an  energetic  legal  and  political  defense. 

OAS  issued  its  final  audit  report  on  Agency  A  in  February  1997,  and  in  the  interim  between  the  draft  and 
final  report.  Agency  A  was  terminated  from  Medicare.  The  report  is  classified  as  restricted  so  the  details 
of  its  specific  findings  cannot  be  discussed  here.  However,  these  findings  have  been  turned  over  to  HCFA 
and  to  the  RHHI.  The  RHHI  is  in  the  process  of  finalizing  its  audit  of  Agency  A's  cost  report  to 
complement  the  claims  audit  conducted  by  the  OAS.  Once  it  concludes  the  cost  report  audit,  it  will 
combine  the  findings  of  both  audits  and  request  Agency  A  to  renjm  overpayments  found  by  both  the  OAS 
and  its  own  auditors.  Due  to  the  early  payment  suspension  imposed  on  this  provider,  the  RHHI  is  holding 
a  large  amount  of  money  due  the  agency  for  service  dates  after  the  penod  of  the  audit.  OAS  staff  feel 
confident  that  the  funds  in  suspension  are  sufficient  to  cover  the  amounts  of  overpayments  documented 
in  its  claims  audit.  Since  the  RHHI  has  not  concluded  its  cost  report  audit,  it  is  not  known  at  this  time  if 
there  is  enough  money  in  claims  suspension  funds  to  cover  overpayments  identified  in  the  contractor's  cost 
report  audit. 

This  audit  clearly  bears  the  marks  of  the  ORT  philosophy:  the  data-driven  targeting  of  outlier  providers; 
the  collaboration  between  OAS  on  the  one  hand  and  HCFA  and  its  contractors  on  the  other,  at  an  early 
stage  of  the  audit  and  in  the  performance  of  the  audit  itself;  the  quick  collaboration  with  HCFA  to  suspend 
payments  when  draft  audit  results  were  available;  and  active  collaboration  with  law  enforcement  officials. 
Meanwhile,  ORT  resources  were  critical.  ORT  travel  funds  (for  2-3  auditors  at  almost  $1,000  each  per 
week,  totaling  almost  S65,000)  were  essential,  in  that  the  only  OAS  staff  available  to  do  the  audits  were 
in  the  agency's  Sacramento  office,  and  there  was  no  travel  money  to  support  an  audit  at  this  distance. 
There  were  expenses  as  well  for  computers  and  copying  —  including  S800  that  were  needed  to  pay  for 
a  copier  lease  at  Agency  A  to  copy  records,  as  Agency  A's  copier  was  about  to  be  repossessed.  Finally, 
in  funds  made  available  by  the  OIG  to  HCF.A  (an  indirect  payment  that  itself  was  unprecedented  to  the 
staff  we  interviewed),  the  RHHI  was  paid  515,000  for  its  review  effort.  Altogether,  the  Agency  A  audit, 
including  the  initial  targeting  and  probe  efforts,  had  variable  costs  (i.e.,  costs  excluding  personnel  and 
basic  support  costs  already  in  place)  of  approximately  580,000. 

Given  that  the  estimated  recovery  is  over  52  million,  this  initiative  appears  to  meet  at  least  a  crude  test  of 
cost-effectiveness,  even  as  the  shift  in  O.AS'  focus  and  role  that  it  represents  may  portend  similar  future 
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possibilities.  However,  the  staff  involved  noted  a  number  of  reasons  for  caution  in  interpreting  this  case. 
Most  imponant,  these  audits  are  labor  intensive  and  involve  major  legal  struggles  with  the  identified 
abusers.  Law  enforcement  officials  contend  that  these  are  tough  cases  to  prosecute.  The  providers  fight 
back  and  do  not  plea  bargain;  meanwhile,  some  of  the  issues  that  have  to  be  proved  in  coun  are  difficult 
to  prove.  Other  types  of  cases  (e.g.,  those  based  on  cost  report  fraud)  are  said  to  be  easier  to  prosecute, 
because  the  issues  involved  (e.g..  providers'  using  ghost  employees  to  inflate  costs)  are  more  cut  and  dried. 
All  of  these  considerations  argue  against  simple-minded  replication  of  the  demonstration  project. 

As  it  plans  how  it  will  implement  Kennedy-Kassebaum,  OAS  is  attempting  to  develop  new  techniques  to 
spot  fraud  more  quickly.  In  this  view,  the  problem  is  not  in  identifying  abusive  or  fraudulent  providers 
—  even  simple  targeting  methods  can  reveal  corrupt  providers  with  fair  accuracy  —  but  rather  how  to  do 
audits  in  less  time  and  get  the  desired  results.  In  effect,  OAS  is  seeking  techniques  that  would  make  this 
kind  of  audit  less  labor  intensive. 

In  addition,  OAS  and  its  other  ORT  partners  in  California  have  taken  on  some  of  the  more  fundamental 
policy  issues  that  enforcement  efforts  in  the  home  health  area  have  presented.  One  reason  Medicare  fraud 
and  abuse  is  often  difficult  to  prove  is  that  Medicare  coverage  policies  are  often  complex  and  ambiguous. 
We  will  discuss  below  how  OAS  and  its  partners  responded  to  that  problem. 

HCFA/State  Surveys  of  Home  Health  Providers 

A  second  component  of  California's  home  health  initiative  involved  the  use  of  more  comprehensive 
compliance  surveys  to  eliminate  sub-standard  providers  from  the  program  who  are  believed  to  be 
important  abusers  as  well.  This  work  proceeded  in  two  phases,  with  Phase  One  performed  by  federal  staff 
from  the  regional  office  (the  "pilot  test"  of  the  comprehensive  home  health  surveys)  and  Phase  Two 
performed  by  the  combined  efforts  of  regional  office  staff  and  special  teams  of  state  surveyors. 

Phase  1;  Regional  Office  Surveys,  .^ugust  1995  -  January  1996.  The  use  of  expanded  surveys  to  combat 
fraud  and  abuse  was  pioneered  by  the  Dallas  regional  office.  California  picked  up  the  approach  to  great 
effect.  The  initiative  began  in  August  1995  and  was  overseen  by  HCFA's  Division  of  Health  Standards 
and  Quality  (DHSQ).  It  began  with  the  use  of  the  standard  protocol  for  an  extended,  comprehensive  home 
health  survey.  This  work  involved  the  regional  office  Medicare  and  DHSQ  staff,  the  principal  RHHI  in 
the  state  (Blue  Cross  of  California),  the  California  state  survey  agency,  and  OIG  staff  in  technical 
assistance  roles.  The  purpose  in  California  was  to  develop  a  protocol  that  would  review  the  compliance 
of  an  agency,  against  all  conditions  of  participation,  as  a  substitute  for  more  pro  forma  surveys  based  on 
selected  traits  that  had  become  the  norm.  California's  purpose  was  said  to  be  different  than  that  in  other 
ORT  states.  In  other  states,  the  survey  was  in  the  nature  of  an  add-on  module  to  the  regular  survey  (i.e., 
an  "expanded"  survey);  and  the  results  of  the  survey  were  used  to  trigger  claims  reviews  and  recoupments 
of  any  identified  overpayments.  In  California,  by  contrast,  the  focus  was  not  to  deny  previously  paid 
claim's,  and  the  special  survey  was  not  simply  an  expanded  version  of  the  regular  version.  Instead,  the 
purpose  in  California  was  to  do  what  was  termed  a  "thorough  compliance  regulation  review,"  designed 
to  establish  substantive  compliance  with  all  the  conditions  of  participation  for  home  health  agencies 
(something  rarely  done  in  the  more  traditional  annual  surveys).  The  difference  between  the  two  approaches 
is  that  the  California  approach  could  provide  grounds  for  instituting  provider  termination  procedures  and 
increased  RHHI  medical  review  —  thereby  offenng  a  preventive  measure  that  recoupments  alone  could 
not  provide.'" 


10     This  difference  in  approaches  across  the  regions  may  present  an  analvlic  opponunily  for  ihe  claims-based  senlinel  analyses  thai  Abl  is 
currently  planning 
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As  the  expanded  scope  survey  program  was  being  planned,  HCFA  also  went  through  a  data-  and 
judgment-dnven  process  to  target  suspect  agencies.  HCFA  began  by  issuing  a  request  to  the  RHHI.  asking 
for  a  series  of  data  runs  on  1 994  claims.  These  runs  were  designed  to  isolate  aberrant  providers  based  on 
a  series  of  simple  measures  (e.g.,  average  reimbursement  per  patient  and  average  number  of  visits  per 
patient).  HCFA  consulted  with  the  01  and  the  state  for  information  on  these  or  other  suspect  agencies 
(e.g.,  agencies  on  which  a  large  number  of  referrals  or  complaints  had  been  received).  This  information 
was  combined  with  the  results  of  the  list,  to  select  eight  agencies  for  expanded  surveys."  Two  of  the 
agencies  withdrew  from  the  program  after  they  were  selected,  so  six  agencies  were  actually  surveyed. 

HCFA  regional  office  staff  from  DHSQ  performed  these  surveys.  Audits  of  the  six  agencies  were 
completed  by  December  1995.  All  six  agencies  were  found  out  of  compliance  on  the  initial  surveys. 
Upon  resurvey,  four  of  the  six  home  health  agencies  were  again  found  out  of  compliance  —  e.g.,  one 
agency  failed  to  submit  an  acceptable  plan  of  correction,  and  three  had  multiple  conditions  of  participation 
out  of  compliance.  On  that  basis,  the  decision  was  made  to  terminate  these  four  providers.  The  RHHI  was 
notified  of  each  termination  and  directed  to  process  the  terminal  claims  for  each  agency.  HCFA  and  the 
RHHI  have  attempted  to  work  closely  together  during  this  latter  phase. 

Thus,  the  regional  office  surveys  of  suspect  home  health  agencies  yielded  a  high  termination  and 
withdrawal  rate  (six  of  eight  agencies),  a  rate  that  was  unexpected  by  HCFA  and  considered  very  alarming. 

Phase  2:  Regional  Office/State/RHHI  Surveys,  March  1996  to  Date.  HCFA  naoved  in  Phase  2  to  expand 
survey  efforts,  working  in  this  case  with  surveyors  from  the  state  government.  The  plan  was  to  use  the 
protocol  for  an  expanded  scope  survey  (i.e.,  all  conditions  of  participation)  in  the  HCFA  State  Operations 
Manual,  Revision  #20,  for  up  to  50  special  surveys  in  Phase  2  dunng  FY  1996.  These  surveys  were  to 
be  in  addition  to  the  state's  ongoing  survey  workload,  although  some  adjustments  were  made  in  this 
requirement,  as  noted  in  the  discussion  of  resources  below. 

The  state  agreed  to  form  four,  two-person  survey  teams  located  in  southern  California.  These  were 
expenenced  survey  teams  whose  skills  were  augmented  by  a  three-day  training  session  run  by  regional 
office  staff,  with  assistance  from  OI  staff  in  Febniary  -  March  1996.  For  the  first  two  surveys  by  each 
two-person  team,  a  regional  office  staff  person  joined  the  group  on  site.  For  the  subsequent  surveys,  the 
regional  office  has  been  maintaining  close  contact  throughout  the  surveys,  in  a  more  or  less 
backup/technical  assistance  role.  HCFA  used  RHHI  and  01  data  to  select  the  home  health  agencies  to  be 
surveyed,  in  a  manner  similar  to  Phase  1 .  As  it  happened,  a  total  of  39  agencies  were  targeted  for  surveys 
in  Phase  2,  and  all  39  agencies  identified  in  this  manner  were  propnetary. 

Given  the  prospect  of  substantial  numbers  of  additional  terminations,  the  Medicare  Division  was  assigned 
to  systematically  follow  the  beneficiaries  from  terminated  agencies  to  any  new  agencies  (for  this  purpose, 
the  Medicare  Division  uses  the  STARS  and  CWF  file  systems).  Meanwhile,  in  view  of  the  proliferating 
array  of  home  health  agency  surveys  and  audits,  HCFA  created  an  ORT  home  health  data  base  to  track 
the  findings  and  status  of  actions  regarding  agencies  being  reviewed  or  scheduled  for  review  under  any 
ORT  project.  By  September  1996,  all  38  Phase  2  surveys  were  completed,  and  one  agency  had  withdrawn 
from  the  program.  In  addition,  one  of  the  state  survey  teams  dropped  out  of  the  effort  approximately  half- 
way through  it. 

Results  of  Phase  1  and  Phase  2.  The  results  of  Phase  1  and  Phase  2  are  shown  in  Exhibit  1  -9. 


1 1     Mosi  of  tlie  agencies  on  this  lisi  were  minoniy-owned.  as  U  turned  oui  -  and  the  indiislry  sought  to  emphasize  that  fact  for  political 
effect, 
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Exhibit  1-9.  California  ORT  Demonstration: 
Surveys  of  Home  Health  Agencies  (Through  October  1996) 


PHASE  1 

PHASE  2 

PHASE 

(8/95  -  1/96) 

(3/96  -  10/96) 

TOTAL 

SURVEY  EFFORT 

Agencies  targeted 

8 

39 

47 

(Withdrawals  before  Surveys) 

(2) 

(1) 

(3) 

Agencies  surveyed 

6 

38 

44 

SURVEY  RESULTS  (THRU  10/96) 

Withdrawals  after  Surveys 

0 

3 

3 

Terminations 

4 

14 

18 

Decision  or  Resurvey  Pending 

0 

2 

2 

In  compliance 

2 

19 

21 

Total  6  38  44 


SOURCE:  Interviews  with  Reoion  9  October  1996  and  June  1997. 

As  the  above  chart  highlights,  the  ORT  sui^ey  effon  in  Cahfomia  has  resulted  in  the  termination  of  a  large 
number  of  agencies.  In  addition  to  these  terminations,  other  results  should  be  noted: 

•  Parallel  actions  by  the  two  RHHIs  that  work  with  Califomia  home  health  agencies  — Blue 
Cross  of  Califomia  and  Blue  Cross  of  Iowa — promised  to  increase  the  savings  generated 
by  the  effort.  Both  RHHIs  performed  in-house  and  on-site  medical  reviews  for  certain 
of  the  agencies  subject  to  comprehensive  surveys  in  Phases  1  and  2.  Blue  Cross  of 
Califomia  performed  on-site  reviews  at  four  of  the  agencies,  identifying  S548.800  in 
overpayments  (of  which.  5267,000  had  been  collected  by  the  end  of  September  1996). 
In  addition.  Blue  Cross  of  Califomia  had  16  of  these  agencies  on  focused  medical  review 
for  1996.  which  resulted  in  denials  in  excess  of  S300,000.'-  An  additional  S8  million 
overpayment  is  pending  as  a  result  of  billings  from  uncertified  branches  of  some  of  these 
agencies. 

•  At  the  same  time.  Blue  Cross  of  Califomia  stepped-up  its  cost  report  audits  for  certain  of 
the  agencies  receiving  comprehensive  surveys.  These  audits  identified  cost  report 
adjustments  totaling  519.565,000.  As  of  September  30,  1996.  57.800,000  of  this  total 
had  been  collected.  It  is  not  known  how  much  of  this  recovery  exceeds  the  amount  of 
recoveries  that  would  have  been  obtained  in  the  absence  of  ORT.  Further  analysis  will 
be  required  on  this  subject. 

•  The  closure  of  these  agencies  should  yield  direct  cost  avoidance;  i.e..  beneficiaries  who 
do  not  start  up  with  new  home  health  agencies,  when  their  old  agencies  are  terminated. 
The  point  here  is  not  that  these  beneficiaries  should  be  denied  care,  but  rather  that  certain 
forms  of  abuse  are  based  on  fraudulent  use  of  HIC  numbers  and  the  brokenng  or  "sale" 
of  patients.  Simple  analyses  using  the  CWF  showed  that  23'7(-  of  all  beneficianes 
formerly  billed  by  four  sampled  agencies  that  had  been  terminated  were  not  being  billed 
by  another  agency.  The  annual  savings  from  these  terminations  total  5372,000. 
Extrapolation  of  these  results  to  the  other  9  terminated  agencies  and  the  5  agencies  that 
withdrew  yields  estimated  annual  savings  approaching  51.7  million. 


12     The  informaljon  in  this  paragraph  is  from  HCFA  I  l*^96l 
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Resources.  The  resources  required  for  these  special  surveys  were  of  four  kinds:  use  of  existing  HCFA 
staff,  indirect  funding  of  RHHI  efforts  through  the  RHHI  contract.  ORT  funds,  and  in-kind  regulator, 
relief.  For  Phase  1 ,  we  do  not  have  an  exact  tracking  of  the  time  invested  by  existing  HCFA  staff,  but  it 
was  clearly  considerable  and  took  over  much  of  the  work  of  the  DHSQ.  RHHI  time  was  not  directly 
compensated  by  ORT — the  intermediary  absorbed  the  work  within  its  existing  HCFA  funding.  Direct 
ORT  resources  were  available  for  Phase  1.  but  they  were  slight:  only  S20,000  for  regional  office  staff 
travel. 

The  investments  for  Phase  2  are  more  complex.  The  staff  demands  on  DHSQ  remained  high.  RHHI  costs 
continued  to  be  absorbed  within  the  RHHI's  other  budgets.  Additional  travel  costs  for  the  surveys  funded 
by  HCFA  were  $65,000.  But  perhaps  the  most  interesting  resources  devoted  to  these  home  health  surveys 
are  the  in-kind  resources.  Specifically,  the  state  government  agreed  to  specialize  four  teams  of  surveyors 
for  Phase  2  surveys  (later,  3  teams,  after  one  dropped  out).  HCFA  did  not  have  to  pay  for  these  sur\'eys 
other  than  the  travel  and  certain  other  incidental  expenses.  But  HCFA  did  have  to  provide  waivers  of 
certain  established  requirements,  to  enable  the  state  survey  agency  to  fit  the  demands  of  the  comprehensive 
surveys  into  its  existing  staffing  capabilities.  Ordinarily,  the  state  is  required  to  do  a  survey  of  lOO^r  of 
all  home  health  agencies  each  year,  looking  at  five  conditions  and  one  standard  of  certification.  These 
routine  surveys  require  an  average  of  36  staff  hours  per  survey.  As  one  interviewee  noted,  the  requirement 
that  all  agencies  be  surveyed  each  year  creates  a  pressure  on  state  sur\'eyors  not  to  expand  the  scope  of 
their  surveys,  even  when  suspicious  circumstances  are  discovered.  By  contrast,  the  comprehensive  sur\eys 
under  ORT  required  looking  at  all  12  conditions  of  participation  and  took  over  100  hours  to  perform  on 
average.  Regional  office  staff  felt  the  comprehensive  surveys  of  suspicious  agencies  were  more  warranted 
than  the  routine  surveys  of  all  agencies.  HCFA  waived  the  lOO^'r  requirement  for  ORT  (92%  of  all 
agencies  were  surveyed  in  this  period).  This  seems  a  reasonable  tradeoff  in  our  view. 

Looking  ahead.  After  ORT,  Region  9  seeks  to  continue  the  practice  of  focusing  comprehensive  reviews 
on  large  groups  of  agencies  with  traits  that  raise  suspicions.  Travel  will  be  funded  from  the  state's 
standing  budget  for  survey  travel.  Resources  for  Region  9  technical  assistance  (e.g.,  travel)  are  unclear, 
although  technical  assistance  needs  have  diminished  given  the  improved  quality  of  state  surveyors  as  a 
result  of  the  training  and  specialization  that  occurred  under  ORT.  But  HCFA  did  concede  that  a  lack  of 
personnel  resources  will  strain  continued  performance  of  these  comprehensive  survey  efforts. 

Region  9  thus  seems  to  have  arrived  at  an  effective  regulatory  tool  to  deal  with  problem  home  health 
agencies  and  is  working  to  institutionalize  this  ORT  initiative.  Two  matters  remain  to  be  seen: 

•  Will  the  industry  take  legal  and  political  steps  to  neutralize  this  apparently  effective 
weapon?  The  trade  press  certainly  suggests  serious  industry  opposition  on  this  score 
— e.g.,  see  editorials  and  electronic  messages  with  such  titles  as  "Beware  the  New  Health 
Care  Police"  (Howard  and  Raible,  1996)  and  "Operation  Destroy  Trust,"  (Paulson,  1996). 
Initial  legal  steps  by  the  industp,'  have  had  mixed  results."  Meanwhile,  it  is  worth 
remembering  that  a  decade  ago  HCFA  tried  to  set  limits  on  the  home  health  benefit:  but 
the  industry  was  able  to  pressure  Congress  to  appoint  a  commission,  whose 
recommendations  led  to  the  more  lenient  benefit  parameters  that  are  one  source  of 
difficulties  today.  So  it  may  be  with  these  certification  surveys. 


1.^     For  example,  see  "Judge  blasts  ORT  tactics"  ( 1996)  and  "Associations  review    ORT  surveys,  question  39  citations"  ( 1996)  Note  that 
what  Home  Health  Line  descnbes  as  the  "sudden  onslaught"  of  ORT  sur\e>s  and  deceniCications  in  California  has  united  the  warring 
state  and  national  home  health  trade  associations  (the  Caii forma  Association  for  Health  Services  at  Home  and  the  National  Association 
for  Home  Care,  respectively)  —  i.e..  united  them  at  least  to  the  point  of  joint  meetings  to  consider  what  one  leader  descnbed  as  a 
"combined  effort  of  addressing  the  needs  of  our  mutual  constituents"  ("Operation  Restore  Trust  focus  remains  on  California  HHAs" 
( 1996).  pp   5.  7). 
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•  The  sleazier  side  of  the  industr>  will  find  methods  (legal  or  fraudulent)  to  combat 
effective  enforcement  tools.  For  example,  after  HCFA  tenninates  providers,  the 
providers  often  "come  right  back  in  through  a  door  HCFA  does  not  close."  according  to 
one  HCFA  interviewee.  Thus,  home  health  agencies  that  are  terminated  come  back,  into 
the  program  through  relatives  or  friends — indeed,  the  owners  of  one  home  health  agency 
in  California  had  backup  provider  numbers  under  different  names  (e.g..  the  names  of  a 
daughter  and  son-in-law)  with  a  different  intermediarv'  (Blue  Cross  of  Iowa  instead  of 
Blue  Cross  of  California).  After  the  agency  was  suspended,  the  backup  provider  began 
billing  for  services.  Some  of  the  analyses  HCFA  is  doing  can  track  these  effects — e.g.. 
by  following  the  beneficianes  billed  by  the  terminated  agencies.  HCFA  can  discover 
when  terminated  agencies  move  patients  en  masse  to  new  agencies,  with  an  eye  to 
resuming  the  fraud  and  abuse.  And  the  Region  has  issued  a  directive  that  attempted  to 
stop  the  practice  of  multiple  provider  numbers  for  one  provider.  But  we  are  not  the  first 
to  note  that  corrupt  providers  will  resort  to  dubious  or  criminal  methods  to  avoid 
energetic  enforcement  efforts  (e.g.,  see  also  Sparrow,  1996). 

What  all  regional  office  staff  agreed,  across  all  the  ORT  partner  agencies,  is  that  it  was  more  difficult  to 
terminate  agencies — whatever  the  methods — than  to  prevent  sub-standard  providers  from  starting  business 
in  the  first  place.  That  concern  leads  naturally  to  a  consideration  of  the  steps  taken  by  HCFA  and  the 
RHHIs  to  improve  the  certification  process  for  new  HHA  applicants.  During  the  demonstration.  RHHIs 
began  to  use  the  InfoAmerica  database  to  review  the  financial  and  ownership  backgrounds  of  HHA 
applicants.  New  applicants  are  now  required  to  have  cared  for  a  minimum  of  10  patients  (i.e..  to  establish 
a  track  record  in  patient  care)  before  their  initial  certification  survey  is  conducted.  The  RHHIs  are  also 
conducting  on-site  "accounting  capability"  reviews  to  ensure  that  applicants  have  adequate  record-keeping 
capabilities.  Finally,  guidelines  were  released  which  clarify  when  it  is  appropnate  for  a  home  health 
agency  to  be  considered  hospital-based  and  thus  entitled  to  a  higher  level  of  payment. 

OEI  Analysis  to  Characterize  Suspicious  Providers 

Obviously,  if  HCFA  knew  the  traits  of  fraudulent  providers,  it  could  more  efficiently  exclude  them  (or 
target  FI  reviews  on  their  claims).  The  targeting  methods  used  to  date  are  relatively  crude,  albeit  a 
considerable  improvement  over  non-daia-dnven  enforcement  methods.'^  The  ORT  partners  were  in 
general  agreement  that  the  targeting  methods  used  in  the  ORT  initiatives  were  only  a  beginning  and  were 
effective  primarily  because  these  enforcement  methods  had  only  begun.  Better  measures  were  needed  for 
the  longer  term.  Thus,  while  the  HCFA  and  OAS  efforts  detailed  above  used  very  simple,  straightforward 
summary  measures,  such  as  average  visits  per  user  and  year-to-year  growth  in  reimbursement,  it  seemed 
apparent  that  a  more  discnminating  algorithm  for  segregating  abusive  providers  might  make  detection, 
review,  and  enforcement  efforts  more  efficient. 

To  that  end.  OEI  performed  a  national  study  of  problem  home  health  agencies.  OEI  reviewed  a  sample 
of  problem  home  health  providers  based  on  approximately  30  characteristics,  including  ownership, 
capitalization,  cost  report  charactenstics.  focused  medical  review  results.  PIP  performance,  and  others, 
the  pre-inspection  began  in  mid- 1996  and  involved  brainstorming  with  HCFA.  01.  and  OAS  on  the 
charactenstics  that  might  identify  a  "problem  provider."  Visits  to  RHHIs  helped  to  refine  the  definition 
and  identify  data  that  would  be  available  for  analysis.  OEI  reviewed  60  home  health  agencies  that  had 
significant  and/or  multiple  problems  in  the  following  areas:  incurred  large  uncollected  overpayments, 
routinely  submitted  cost  reports  with  significant  inappropriate  and  unallowable  costs,  filed  a  cost  report 


14    To  underscore  ihis  improvemeni.  ii  is  worth  noting  again  the  lesson  ot  the  previous  section:  the  undifferentiated  -lOO^  review- 
requirement  that  gives  the  same  scmtiny  to  all  agencies  could  be  usefully  .ompromised  to  permit  comprehensive  scrutiny  of  a  few 
agencies,  even  when  those  few  agencies  were  selected  using  the  simplest  of  targeting  methods  (e.g..  measures  of  year-to-year  growih 


rales,  etc.) 
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that  was  unauditable.  routinely  failed  to  submit  cost  repons  within  a  reasonable  time,  submitted  multiple 
claims  for  services  that  are  not  medically  necessary  or  were  not  rendered,  continued  to  submit  problem 
claims  despite  educational  contacts,  or  was  referred  to  the  contractor's  program  intesritv  unit  or  to  the 
OIG. 

With  respect  to  resources,  this  inspection  was  funded  primarily  by  the  reallocation  of  existing  OEI  staff 
and  support.  Thus,  the  principal  ORT  effects  have  been  in  providing  some  funds  (for  computer  upgrades 
and  travel),  plus  easier  access  to  HCFA  contractors  and  free  access  to  HCFA  databases  (in  the  past.  OEI 
usually  had  to  pay  for  access  to  these  databases). 

The  OEI  found  that  more  than  one  quarter  of  home  health  agencies  in  the  original  five  ORT  states  are 
considered  to  be  problem  agencies.  Further,  problem  home  health  agencies  share  ownership  and 
operational  characteristics  that  can  thwart  overpayment  recovery  and  undermine  sanctions,  the  OEI  also 
found  that  the  expansion  of  the  benefit  and  the  lack  of  any  restrictions  on  certification  have  led  to  ever- 
increasing  administrative  problems  with  little  prospect  of  mitigation.  The  OEI  recommends  numerous 
changes  in  policy  that  would  strengthen  the  certification  process,  assist  HCFA  in  identifying  problem 
providers,  and  allow  for  easier  enforcement  actions  once  problem  agencies  are  spotted. 

The  kind  of  analysis  OEI  did  in  this  inspection  can  be  technically  quite  challenging,  and  the  sample 
selection  for  such  an  analysis  is  cntical.  But  the  significance  of  this  work  is  that  it  harnesses  OEFs 
evaluation  capacities  to  a  direct  need  determined  by  enforcement  efforts  of  OAS,  01,  and  HCFA.  ORT 
seeks  to  establish  feedback  from  enforcement  efforts  to  policy  and  prevention  efforts.  One  part  of  such 
an  improved  system  is  R&D:  investing  resources  to  establish  improved  capabilities  of  detection  and 
enforcement.  This  OEI  study  appears  to  reflect  this  kind  of  commitment. 

Miscellaneous  Home  Health  Work 

In  addition  to  the  initiatives  laid  out  above,  and  the  policy  follow-ups  noted  below,  there  were  a  few 
additional  home  health-related  projects  in  California: 

•  Based  on  the  Puerto  Rico  example,  OAS  used  HCFA  data  bases  to  identify  10  hospice 
providers  with  potentially  aberrant  billing  practices.  One  of  the  10  was  selected  for  audit 
of  all  active  and  discharged  patients  with  stays  exceeding  210  days.  The  audit  used 
physicians  under  contract  from  the  California  PRO  for  medical  review.  The  RHHI  (Blue 
Cross  of  California)  did  a  second  medical  review  to  confirm  the  PRO  physicians' 
findings.  The  review  found  37  patients  ineligible  for  coverage,  with  Medicare  payments 
totaling  $2.1  million  from  1990-1996.  It  also  identified  another  SI. 5  million  in 
questionable  claims  to  be  looked  at  by  the  RHHI.  The  final  audit  report  was  issued  on 
March  1 1,  1997  and  is  currently  under  review  by  HCFA. 

•  California  planned  to  pilot  test  the  hospice  surveys  that  were  developed  elsewhere 
(initially,  in  surveys  done  in  Puerto  Rico)  and  that  have  been  used  by  certain  other  ORT 
regions.  However,  this  test  was  delayed  due  to  the  priority  given  to  home  health  agency 
surveys. 

•  HCFA  also  undertook  a  project  to  identify  improper  payments  made  on  behalf  of 
Medicare  beneficiaries  residing  in  residential  care  facilities — specifically,  payments  to 
home  health  agencies  (as  well  as  DME  providers  and  others)  that  "surf"  residential  care 
facilities  for  patients.  The  regional  office  also  set  up  training  opportunities  for  field  staff 
of  the  California  Department  of  Social  Services  to  help  them  identify  possibly  fraudulent 
situations  and  to  establish  proper  referral  procedures.  (The  actual  training  sessions  being 
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made  available  are  the  long-term  care  ombudsman  training  sessions  set  up  throughout  the 
state,  as  described  later  in  this  appendix.) 

Finally.  HCFA  has  invested  ORT  funds  to  train  its  fraud  and  abuse  personnel  in  the  use 
of  the  new  Health  Care  Information  System  developed  by  EDMS  and  the  ST.A.RS  system 
available  at  the  contractors.  These  initiatives  may  have  effects  across  all  the  ORT  targets, 
not  just  home  health. 

These  miscellaneous  initiatives  have  in  various  ways  supplemented  or  augmented  the  more  central 
activities  described  eariier. 

Policy  Follow-Ups  to  the  Home  Health  Initiatives 

More  generally,  the  California  home  health  initiatives  involved  a  concentrated  policy  follow-up  consistent 
with  the  key  ORT  objective  that  instances  of  enforcement  should  provoke  instances  of  preventive  policy 
development.  In  performing  the  home  health  initiatives,  as  one  key  participant  noted,  the  panner  agencies 
"found  a  program  area  that  was  very  vulnerable."  In  each  of  the  home  health  initiatives,  it  became  clear 
that  one  key  problem  was  existing  policy  and  procedures:  levels  of  fraud  and  abuse  were  high  in  home 
health  because  of  charactenstics  of  the  benefit  itself  and  how  HCFA  oversaw  that  benefit.  Accordingly, 
the  ORT  panicipants  embarked  on  a  series  of  efforts  designed  to  address  that  more  fundamental  difficulty. 
In  addition  to  the  OEI  inspection  noted  above,  these  responses  included: 

•  All  ORT  partners  in  California  were  said  to  be  feeling  "frustration"  with  the  home  health 
benefit,  given  the  serious  abuses  revealed  in  ORT  home  health  initiatives.  In  response, 
the  ORT  Steering  Committee  convened  a  meeting  of  representatives  from  HCFA.  the 
OIG,  fiscal  intermedianes,  and  the  Region  9  OGC.  along  with  some  invited  experts  from 
other  states.  The  group  focused  on  three  clusters  of  issues,  using  a  focus  group  format: 
licensing  and  certification,  coverage  and  payment  policy,  and  medical  review  and  quality 
of  care.  The  group  issued  a  summary  report  from  that  meeting  to  describe  the  consensus 
recommendations  for  change  in  each  area  (California  ORT  Steering  Committee,  July 
1996).'  ''  The  recommendations  of  this  group  have  been  forwarded  to  the  inter-agency 
ORT  Management  Team  in  Washington  and  to  other  regions  for  review.  The  other 
regions  have  expressed  substantial  agreement  with  the  findings  of  the  report.  HCFA's 
central  office  is  currently  reviewing  the  report.  The  proposals  are  still  under  review  in 
Washington. 

•  OAS  is  participating  with  other  ORT  regions  in  a  study  designed  to  estimate  underlying 
rates  of  fraud  and  abuse  /or  the  population  (i.e..  as  opposed  to  the  rates  among  outlier 
providers).  In  each  ORT  state,  OAS  is  taking  a  sample  of  beneficianes  (in  California, 
OAS  is  auditing  claims  for  69  beneficiaries  from  approximately  60  agencies).  The  draft 
report  from  this  activity  was  issued  on  March  6.  1997.  Since  the  report  is  under  review- 
by  HCFA  and  is  subject  to  revision,  we  will  not  comment  on  its  findings  at  this  time. 

•  In  early  1996,  Region  9  sought  changes  in  the  process  for  certifying  new  providers.  The 
underlving  premise  here  was  that  it  was  better  to  bar  suspect  suppliers  than  to  try  to 
remove  them.  To  that  end,  HCFA  issued  a  directive  in  April  1996  requiring  surveyors 
to  review  at  least  10  patient  records  (7  of  which  must  be  open)  and  to  make  at  least  two 
home  visits  for  patients  currently  receiving  services.  Prior  to  this  directive,  agencies 
could  be  surveyed  with  no  active  patients  being  served — thus  making  it  a  matter  of  faith 


15     The  descnption  in  this  paragraph  of  the  work  of  the  comrnutet;  is  taken  from  Ihe  committee  report 
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that  quality  services  would  be  provided.  The  state  agreed  to  delay  the  cenification  of  new 
agencies  for  at  least  three  weeks  after  the  date  of  licensure,  to  give  sur\eyors  the 
opportunity  to  review  a  larger  patient  load  and  to  make  home  visits  if  necessary.  The 
effects  of  these  changes  appear  to  have  been  temporary,  in  part  because  agencies  were 
loaning  or  selling  patients  to  each  other.  The  Medicare  Division  discovered  this  scam  by 
tracking  patients  over  time:  possible  remedies  and  sanctions  are  being  investigated. 

•  In  the  course  of  its  comprehensive  surveys.  HCFA  discovered  that  some  home  health 
agencies  were  billing  out  of  previously  unknown  addresses.  This  was  done  for  a  variety 
of  reasons:  distant  branches  that  were  not  certified  could  be  disguised  within  the  parent's 
certification:  low-cost  branches  could  bill  out  of  higher-cost  parent  locations:  and  others. 
This  practice  led  HCFA  to  issue  new  directives  in  Apnl  1 996  on  what  constitutes  a  parent 
agency,  basically  requiring  branches  over  one  hour's  drive  from  a  parent  to  seek  separate 
certification  (e.g.,  see  "Regional  HCFA  Officials  Planning  Crackdown,"  1996). 

It  is  virtually  impossible  to  establish  whether  the  preventive  activity  outlined  above  is  more  aggressive  than 
would  have  occurred  before  ORT.  Everyone  we  interviewed  thought  that  these  preventive  activities  were 
far  more  extensive  and  deliberate  than  would  have  occurred  before  ORT,  but  in  truth  we  have  no 
independent  data  to  test  that  charactenzation. 

Our  interviews  did,  however,  raise  one  concern  amidst  all  of  this  activity:  how  HCFA  will  act  on  the 
recommendations  offered  for  legislative  and  policy  changes.  The  outcome  of  these  recommendations 
should  be  clearer  in  the  months  following  the  demonstration. 

1.2.3    01  Investigations 

01  received  the  majority  of  ORT  resources  in  California  —  nine  of  the  ten  new  staff,  as  well  as  a  large 
share  of  the  direct  ORT  funds.'*  The  most  important  quantitative  effects  of  these  resources  will  be 
reflected  in  the  CIMS  analysis  (appearing  in  Appendix  8).  In  this  section,  we  will  discuss  the  qualitative 
effects  of  ORT  on  01. 

These  effects  can  perhaps  best  be  understood  in  terms  of  two  related  outcomes:  greater  collaboration 
within  the  region  and  a  qualitative  improvement  in  01  case  development.  First,  in  California  as  elsewhere 
in  ORT.  OI  is  talking  directly  and  at  earlier  stages  of  cases  to  other  agencies.  For  example,  01  is  working 
more  intensively  with  the  Medicare  contractors.  This  change  is  not  only  due  to  ORT — it  is  also  due  to 
HCFA  pressure  on  the  contractors  to  do  a  better  job  on  fraud  and  abuse  and  the  specialization  of  certain 
contractors  (notably  the  DMERCs)  with  more  significant  fraud  and  abuse  missions.  01  had  begun  to  work 
with  contractors  more  frequently  before  ORT  (e.g.,  to  help  train  their  personnel  on  fraud  and  abuse  issues). 
But  that  work  has  expanded  under  the  impetus  of  ORT.  ORT  has  brought  HCFA,  its  contractors,  and  01 
to  the  same  table  more  often  than  before.  01  also  works  more  collaboratively  with  DoJ.  largely  as  a  result 
of  1 )  DoJ's  increasing  emphasis  on  fraud  and  abuse  (e.g.,  see  DoJ,  1995):  and  2)  the  funding  of  U.S. 
Attorney-led  task  forces  in  each  district  to  combat  health  care  fraud.  What  seems  clear  is  that  ORT  was 
one  of  a  senes  of  influences  in  California  that  brought  01  into  closer  collaboration  with  contractors,  law 
enforcement  agencies,  and  health  care  payers. 

Second,  there  is  evidence  that  01  undertakes  somewhat  more  complex  cases  under  ORT,  involving  greater 
spans  of  geography,  more  collaboration,  and  more  intricate  subjects  than  before.  The  examples  given 
include: 


16     For  more  detail  on  ORT  resources,  see  Appendix  10. 
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•  lymphedema  pumps  —  Based  on  a  pattern  identified  by  the  DMERC.  01  began 
investigating  the  provision  of  lymphedema  pumps  without  medical  necessity.  The  case 
is  complex,  in  that  20-30  separate  companies  are  involved,  with  what  were  described  as 
10-15  "solid"  targets.  Investigation  revealed  that  pumps  supplied  by  many  of  these 
suppliers  involved  the  same  prescribing  physicians  —  often,  physicians  affiliated  with 
the  DME  supplier.  The  case  widened  to  include  other  DME,  after  the  pattern  of  pump 
supply  had  been  explored.  Why  is  this  case  an  "ORT-  type"  case?  The  answer  in  this 
case  was  twofold.  First,  it  involved  higher  levels  of  cooperation  with  the  carrier  than  had 
been  historically  common.  Second.  ORT  provided  the  staff  and  some  key  travel 
resources  to  conduct  this  far-flung  investigation.  This  investigation  occupied  one  new 
agent  almost  full  time  (it  is  virtually  the  entire  caseload  for  this  agent).  That  kind  of 
investment  was  more  difficult  when  OI  staffs  were  stretched  thin. 

•  incontinent  care  —  There  has  long  been  suspicion  about  how  providers  are  billing  for 
incontinent  care.  These  items  are  essentially  diapers,  but  providers  are  billing  for  them 
in  other  ways,  since  Medicare  does  not  cover  diapers.  There  are  tens  of  providers  that  are 
the  target  of  this  investigation;  there  could  easily  have  been  hundreds,  if  resources  had 
permitted.  It  is  a  nationwide  investigation,  but  primarily  involves  agents  and  U.S. 
Attorneys  in  the  ORT  states  (it  is  now  being  run  by  DoJ),  In  November  1996,  there  was 
a  conference  of  US  Attorneys  and  case  agents  involved  in  this  case — which  is  the  kind 
of  coordination  that  was  said  not  to  exist  before  ORT. 

•  other  DME  —  In  one  case  (concerning  a  supplier  on  whom  a  large  number  of  complaints 
had  been  received),  the  supplier  was  spread  over  all  four  DMERC  regions.  The  agent 
traveled  to  all  four  regions — something  01  in  California  had  never  done  before,  but  was 
essential  to  this  case.  Most  of  01' s  active  DME  investigations  involve  national  suppliers 
of  oxygen  services  and  require  collaboration  with  all  four  DMERCs. 

•  home  health  —  One  new  agent  is  occupied  almost  full-time  with  the  home  health 
referrals  that  have  come  out  of  the  home  health  initiatives  under  ORT,  particulady  the 
audits  described  earlier.  This  points  out  another  change  under  ORT.  To  speed  the  pace 
of  investigations,  01  began  to  reduce  the  number  of  cases  assigned  to  individual  agents. 
The  additional  staff  provided  by  ORT  enabled  01  to  try  this  approach.  According  to  01 
officials,  this  approach  has  proven  effective  and  will  continue  after  the  demonstration. 

These  are  some  of  the  qualitative  changes  01  sees  in  its  investigative/case  development  role  under  ORT. 
01  in  California  now  does  cases  nationwide  in  scope.  There  existed  nationwide  investigations  before;  but 
here,  01  went  to  DoJ,  the  DMERCs,  and  others  to  get  things  done  more  quickly  and  directly.  Second, 
ORT  has  provided  some  key  resources — notably,  equipment  and.  especially,  travel.  The  examples 
provided  have  a  miscellaneous  feel  to  them— e.g.,  electronic  equipment  to  monitor  an  undercover 
operation,  hundreds  of  dollars  of  computer  tapes  needed  to  seize  and  copy  records,  and  other  such 
equipment  and  supplies.  The  important  point  is  that  these  miscellaneous  resources  were  very  hard  to  get 
in  pre-ORT  days;  and  that  difficulty  had  the  effect  of  detemng  investigatory  strategies  that  needed  these 
seemingly  minor  amounts  of  support.  Third,  and  a  result  of  the  first  two.  01  uses  more  sophisticated 
investigative  techniques,  such  as  obuuning  a  search  warrant  in  a  foreign  or  distant  state.  The  implication 
here  is  that  ORT  staff  and  funds  permit  01  to  have  a  longer  reach,  much  in  keeping  with  the  growing 
sophistication  of  the  targets. 
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1.2.4    Nursing  Facilities  Projects 

One  large  group  of  activities  undertaken  by  the  California  ORT  team — perhaps  second  in  priority  only  to 
the  home  health  initiatives  described  earlier — is  a  set  of  projects  devoted  to  fraud  and  abuse  in  nursing 
facilities.  Most  of  California's  work  on  nursing  facilities  concerns  charges  at  those  facilities  for  ancillary 
services.  There  have  been  three  major  efforts:  audits  by  OAS  of  medical  supply  costs,  an  OEI  inspection 
of  imaging  services  for  nursing  home  patients:  and,  HCFA  work  with  the  contractor  to  establish  more 
stringent  screens  for  claims  for  psychological  services  provided  to  nursing  home  residents.  We  discuss 
each  in  turn,  plus  some  miscellaneous  efforts  devoted  to  the  same  general  problem. 

OAS  Audits  of  Medical  Supply  Costs  for  Nursing  Home  Patients 

These  audits  were  initiated  as  an  outgrowth  of  work  performed  at  Lincoln  Care  Center  in  Sacramento. 
This  audit  work,  done  in  collaboration  with  01,  resulted  in  the  conviction  of  the  SNFs  owner  for  fraud 
involving  S3. 6  million.  The  provider  had  billed  for  Pan  B  medical  supplies  that  had  never  been  purchased 
or  given  to  Medicare  beneficiaries.  ORT  began  just  as  this  case  dramatized  the  opportunities  for  abuse 
by  nursing  home  operators.  OAS  sought  to  identify  other  skilled  nursing  facilities  with  aberrant  Medicare 
billing  practices  for  medical  supplies  and  to  audit  a  sample  of  these  facilities. 

The  work  of  identifying  targets  was  done  in  collaboration  with  HCFA.  OAS  got  access  to  the  HCRIS 
database  and  downloaded  key  fields  off  the  cost  reports.  The  basic  strategy:  to  profile  Lincoln  Care  and 
identify  other  facilities  with  similar  cost  report  characteristics.  Two  measures  proved  to  be  of  primary 
importance:  the  ratio  of  medical  supply  costs  to  total  costs  and  the  ratio  of  medical  supply  costs  per  bed. 
OAS  in  California  sought  to  develop  lists  of  facilities  sconng  high  on  these  measures. 

Based  on  these  lists.  OAS  selected  six  facilities  in  California  and  elsewhere  and  performed  audits  at  each 
facility.  In  each  case  OAS  found  evidence  of  overbilling  for  medical  supplies.  Following  these  analyses, 
draft  and  final  reports  were  prepared  in  all  six  cases.  The  reports  were  provided  to  the  nursing  homes 
involved  and  to  the  FI  for  comment.  In  one  of  the  six  cases,  the  provider  has  proposed  a  settlement  of 
approximately  $162,000,  a  proposal  now  being  reviewed.  In  a  second  case,  the  auditors  have  determined 
that  the  overbillings  totaled  SI  million.  Meanwhile,  in  the  other  cases,  the  OAS  reports  are  still  under 
review  by  the  providers  and  the  FI.  Thus,  while  it  is  too  soon  to  know  the  results  with  confidence,  it  is 
at  least  clear  that  the  OAS  audits  have  revealed  strong  evidence  of  fraud  and  abuse  in  a  high  proportion 
of  cases. 

One  important  aspect  of  this  project  was  that  OAS  did  not  stop  with  the  six  facilities  in  California,  but 
pressed  the  study  further,  to  see  if  a  similar  pattern  of  abuse  were  apparent  in  other  ORT  states.  .After 
profiling  the  billings  for  ancillary  services  in  the  other  ORT  states.  OAS  found  that  there  were  aberrant 
facilities  in  Illinois  and  Texas,  but  not  in  Florida  or  New  York.  OAS/Sacramento  then  traveled  to  Illinois 
and  Texas  to  assist  in  the  audits  of  two  facilities  in  each  of  these  states.  Auditors  "found  problems  in  every 
facility  they  looked  at"  in  these  two  states,  according  to  our  interviews.  In  addition,  since  no  problems 
were  apparent  in  the  statistical  profiling  done  for  Flonda  and  New  York,  OAS  went  to  two  "normal" 
nursing  homes  in  Florida  to  see  if  there  were  imponant  operational  differences  in  how  medical  supplies 
were  handled  and  billed.  The  auditors  did  not  find  medical  supply  problems  in  one  facility,  but  did  find 
medical  supply  and  pharmacy  billing  problems  at  the  second  facility. 

OAS  is  preparing  an  overall  report  dealing  with  the  policy  weaknesses  that  make  the  program  vulnerable 
to  this  kind  of  abuse.  One  of  the  key  difficulties  apparent  from  this  work  is  that  the  policy  governing 
medical  supplies  is  complex  and  difficult  to  apply:  the  recommendations  of  this  report  will  offer  ways  to 
reduce  the  ambiguities  that  make  the  benefit  vulnerable  in  this  connection.  In  addition,  OAS  will  continue 
to  work  with  others  to  recoup  improper  payments  and  to  assist  in  the  development  of  possible 
prosecutions.  On  the  cost  side,  the  resources  for  this  audit  effort  were  not  very  large.  Travel  expenses  (for 
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the  five  California  sites  and  the  Florida.  Illinois,  and  Texas  in\estigations)  are  relativeh  minor  (perhaps 
SI 5,000).  The  only  other  expenses  involved  were  for  some  computer  upgrades — useful  m  this  project, 
as  in  the  home  health  projects,  although  the  value  appears  to  be  of  degree  rather  than  kind.  No  one  claims 
that  these  projects  could  not  have  been  done  without  computer  upgrades. 

In  its  planning  for  Kennedy-Kassebaum  implementation,  OAS  is  planning  to  do  additional  profiling  of 
aberrant  providers.  Specifically.  OAS  wants  to  look  at  provider  frauds  and  abuses  that  have  been  proven, 
in  the  form  of  convictions  and  CMPL  judgments,  and  to  work  back  from  these  cases  to  develop  profiles 
of  suspect  providers.  The  plan  will  then  be  to  match  existing  providers  to  these  profiles  and  do  individual 
provider  audits  of  those  providers  who  fit  the  profiles.  The  general  approach  will  be  to  do  what  has  been 
done  in  ORT:  perform  an  initial  audit  and  quantify  the  overpayment  amount  and  then  (for  all  but  the  cases 
where  fraud  is  apparent)  to  put  the  burden  on  the  provider  to  explain  the  billings  and  clear  the  problems 
up.  OAS  then  tracks  these  cases  to  satisfy  itself  that  appropnate  restitution  is  made  to  the  government. 

OEI  Inspections  of  Imaging  Services  for  Nursing  Home  Patients.  In  these  inspections.  OEI  performed  a 
national  study  of  multiple  issues  related  to  the  provision  of  imaging  services  to  Medicare  beneficiaries  in 
nursing  facilities.  The  first  issue  OEI  examined  was  how  different  billing  practices,  financial 
arrangements,  and  clinical  settings  affect  the  cost  of  imaging  services  for  the  Medicare  program.  Findings 
on  these  issues  are  included  in  the  first  report  from  this  study.  "Portable  Imaging  Services:  A  Costly 
Option."  The  second  issue  examined  was  when,  how  and  why  nursing  facilities  use  ponable  imaging 
services.  OEI's  findings  for  this  part  of  the  study  are  detailed  in  a  second  report.  "Ponable  Imaging 
Services:  Nursing  Facility  Perspectives."  The  final  issue  examined  by  OEI  was  the  medical  necessity  of 
imaging  services  for  nursing  home  patients.  Findings  from  this  part  of  the  study  were  released  in  a  report 
entitled,  "Imaging  Services  for  Nursing  Home  Patients:  Medical  Necessity."  in  April  1997.  These  studies 
found  excess  charges  to  Medicare  for  portable  imaging  services:  as  much  as  S60  million  nationally  in  one 
year  and  S300  million  over  5  years.  OEI  recommended  that  Medicare  payments  for  these  services  in 
nursing  homes,  when  provided  under  an  arrangement  with  a  nursing  home,  be  limited  to  the  current  Part 
B  fee  schedule  paid  directly  to  imaging  supplieis.  OEI  also  recommended  that  HCFA  enforce 
requirements  that  physicians  justify  the  use  of  portable  imaging  services  in  nursing  facilities. 

With  respect  to  resources,  this  inspection  was  funded  pnmanly  by  the  reallocation  of  existing  OEI  staff 
and  support.  However,  for  the  medical  necessity  portion  of  the  inspection,  OEI  used  approximately 
S26,500  of  ORT  funds  to  have  a  medical  review  contractor  develop  a  medical  review  protocol  and  review 
claims  and  supporting  documentation  to  make  determinations  on:  I )  medical  necessity  and 
appropnateness  of  services;  2)  quality  of  care;  3)  the  heed  for  ponable  services  (depending  on  the  setting 
of  such  services);  and  4)  the  film  quality  of  chest  x-rays.  In  addition,  ORT  provided  some  funds  for 
computer  upgrades  and  travel,  and  free  access  to  HCFA's  Common  Working  File  (CWF)  to  extract  the 
sample  of  beneficiaries  in  nursing  facilities  in  1994. 

Other  Nursing-Facility  Related  Projects 

In  addition  to  the  above  projects,  a  number  of  other  nursing  facility  projects  have  been  implemented  in 
California.  We  will  not  have  detailed  comments  on  these  projects  in  this  report: 

•  OEI  has  been  analyzing  another  issue  in  connection  with  nursing  home  patients:  the  use 
of  ambulance  transportation  (largely  for  questions  of  appropriateness).  This  project  was 
initially  delayed  but  is  now  well  under  way.  although  there  is  no  indication  of  its  findings 
as  yet,  as  the  study  is  continuing  into  the  post-ORT  penod. 

•  OAS  also  has  two  other  projects  focused  on  nursing  facilities.  First,  OAS  has  one  project 
to  identify  and  audit  physicians  with  outlier  billing  amounts  for  nursing  home  patients. 
The  physicians  have  been  identified  and  the  audits  began  in  August  1996.  The  audits 
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will  be  complete  in  mid- 1997.  Second.  OAS  has  a  major  study  to  look  at  mcreasing 
development  of  hospital  sub-acute  units  and  the  implications  of  that  development  for 
Medicare  reimbursement  (notably,  prospective  payment).  This  study  is  being  developed 
and  will  also  conclude  in  mid-1997,  after  ORT. 

It  is  too  soon  to  know  the  significance  of  these  additional  projects  related  to  nursing  homes.  They  suggest 
that  California  is  attempting  to  look  at  nursing  facilities  from  many  different  vantage  points,  but  it  is  not 
yet  clear  to  what  effect. 

1.2.5    HCFA  Data  Analysis  and  Work  with  the  Part  B  Carrier 

Prior  to  ORT,  HCFA  had  been  doing  some  data  analysis  in  Region  9,  but  it  was  minor.  With  ORT,  HCFA 
sought  to  establish  more  systematic,  data  driven  mechanisms  to  detect  fraud  and  abuse.  The  means  to  that 
end  came  about  from  the  HCFA  reorganization  that  coincided  with  the  start  of  ORT.  One  effect  of  that 
reorganization  was  to  free  supervisory  time,  as  noted  earlier.  A  second  effect  was  to  allocate  two  staff  in 
the  regional  office  to  fraud  and  abuse  work.  These  fraud  and  abuse  positions  did  not  have  a  detailed  job 
descnption.  The  plan  in  Region  9  was  to  use  them  as  platforms  for  analysis. 

To  implement  this  plan,  HCFA  brought  EDMS  personnel  to  California,  to  provide  training  on  the  new 
Health  Care  Information  System.  Later,  on  its  own  and  independent  of  ORT,  Region  9  obtained  access 
in  April  1996  to  the  STARS  system  designed  by  VERS,  a  major  Medicare  systems  contractor,  which  allows 
the  user  access  to  up-to-date  Part  A  and  Part  B  files  at  the  earner  and  intermediary. 

The  HCFA  staff  performed  a  number  of  analyses.  In  one  analysis,  they  downloaded  from  the  HCFA 
Customer  Information  System  (HCIS) — or  from  an  early  version  of  HCIS,  under  a  different  name—  all 
California  beneficiaries  who  had  been  served  by  more  than  three  home  health  agencies.  The  point  of  the 
analysis:  to  examine  where  the  beneficianes  lived.  There  had  been  reports  of  board  and  care  patients  being 
"sold"  to  home  health  agencies.  By  looking  at  beneficiaries  who  flowed  through  multiple  agencies — in 
particular,  by  examining  where  they  lived  and  when  they  changed  agencies —  HCFA  sought  to  provide 
at  least  one  test  of  this  rumor.  What  HCFA  found  was  surprising.  In  many  cases,  patients  with  the  same 
address  were  changing  as  a  group  to  the  same  agency  on  the  same  day.  This  finding  was  particularly 
troubling,  as  it  suggested  that  fraud  and  abuse  was  far  more  organized  than  had  generally  been  thought. 

From  this  initial  test,  HCFA  moved  to  the  next  stage  of  the  analysis:  asking  more  broadly  who  was  treating 
patients  who  appeared  to  be  moving  in  organized  blocks  from  home  health  agency  to  home  health  agency 
(e.g.,  who  was  providing  DME,  who  was  billing  for  outpatient  services,  etc.),  on  the  theory  that  suspicious 
activity  in  one  respect  would  be  aissociated  with  suspicious  activity  in  other  respects.  The  key  idea  through 
all  of  these  projects  was  to  use  the  heneficiar\-  as  a  unit  of  analysis  to  follow  over  time  and  thereby  to  trace 
links  among  providers.  This  strategy  encouraged  new  forms  of  collaboration  within  HCFA:  there  is  now 
a  new  feedback  link  from  DHSQ  (which  oversees  surveys  of  home  health  agencies,  leading  to 
terminations)  to  the  Medicare  fraud  and  abuse  analysts  (who  track  what  happens  to  the  patients  of  the 
terminated  agencies).  The  beneficiary  link  is  an  effective  way  to  understand,  over  time,  whether 
terminated  agencies  are  reborn,  in  disguise  (identifying  these  agencies  permits  crude  monitonng  of 
provider  manipulations  of  their  identities  following  enforcement  actions,  as  discussed  earlier  in  our  review 
of  home  health  initiatives);  whether  patients  move  as  a  block  to  another  agency  (identifying  the  second 
agency  permits  focused  monitoring  and  possible  further  investigation,  whether  or  not  the  second  agency 
is  related  to  the  first  agency):  and  whether  some  of  the  patients  stop  using  the  benefit  (identifying  these 
beneficianes  suggests  the  savings  to  Medicare  from  tenninating  the  first  agency,  by  identifying 
beneficianes  who  were  likely  ineligible).  These  data  analysis  projects  also  alerted  HCFA  to  the  ways  in 
which  tenninated  providers  and  others  were  manipulating  their  intermediary  relationships— switching  from 
Blue  Cross  of  California  to  Blue  Cross  of  Iowa,  for  example- in  order  to  block  systematic  tracking  and 
detection. 
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The  data  activities  described  above  are  under  continuing  development.  But  one  data  activity  is  further 
along  and  shows  the  promise  of  the  data-dnven  approach  for  HCFA.  SpecitlcalK.  m  response  to 
beneficiary  complaints  and  suggestions  of  the  Part  B  carrier  for  southern  California  (Transamenca 
Occidental),  Medicare  analysts  performed  some  summarv'  runs  on  Medicare  psychological  billings  for  Part 
B.  In  comparison  to  national  norms,  it  appeared  that  20%  of  all  psychologists'  visits  in  the  nation  covered 
by  Medicare  were  in  southern  California  alonel  In  some  instances,  very  aged  and  infirm 
beneficiaries — e.g..  beneficiaries  in  their  late  eighties  or  early  nineties,  with  advanced  Alzheimer's  disease 
or  living  in  an  assisted  livmg  facility — were  receiving  three  or  four  visits  per  week.  Over  S50,000  was 
being  billed  for  some  beneficiaries.  Transamenca  Occidental  (the  Part  B  earner)  obtained  the  Part  B 
records  for  a  sample  of  the  outlier  patients,  at  which  point  it  was  clear  that  many  of  these  patients  were  not 
receiving  the  therapeutic  services  claimed.  Upon  HCFA's  instructions,  Transamenca  implemented 
emergency  local  medical  review  policies  in  December  1995  to  address  the  problem.  In  September  1996, 
Transamerica  implemented  a  more  permanent  policy.  The  essence  of  this  policy  is  to  perform  prepayment 
review  on  all  claims  of  the  outlier  providers  and  on  the  21  st  and  subsequent  claims  for  all  other  providers 
(the  implication  being  that  a  20-visit  regimen  is  the  most  that  can  be  accepted  without  further  review  for 
the  typical  provider).''  Meanwhile,  the  six  biggest  outliers  among  providers  are  on  notice  that  they  have 
to  submit  medical  records  with  their  claims  ('"super  medical  review");  and  three  of  these  providers  have 
been  turned  over  to  01  and  become  01  cases.  The  carrier  identified  S30.3  million  in  savings  during  the 
ORT  demonstration  as  a  result  of  the  claims  processing  edit  and  intensified  medical  review. 

The  ORT  resources  for  this  case  were  quite  small,  although  the  actual  resources  needed  to  establish  the 
capabilities  in  this  case  were  not  small.  ORT  funds  were  used  for  a  trivial  expenditure:  to  get  BDMS 
personnel  to  train  Medicare  staff  on  accessing  HCIS  and  other  data  systems.  HCFA  databases  were 
accessed  using  existing  HCFA  budgets,  and  HCFA's  contractor  budgets  supported  HCFA  staff  access  to 
the  STARS  system  and  other  contractor  data.  Meanwhile,  the  HCFA  staffing  for  these  projects  came  from 
the  reallocation  of  personnel,  following  the  HCFA  reorganization  that  coincided  with  ORT.  The 
contractor's  responsiveness  to  HCFA  requests — notwithstanding  the  general  absence  of  ORT  funding  for 
the  contractor— was  best  explained  by:  1 )  HCFA's  earlier  efforts  to  start  reorienting  contractors  to  more 
proactive  fraud  and  abuse  work;  and  2)  the  contractor's  awareness  that  ORT  had  first  prionty  over  other 
claims.  Thus,  in  this  case,  the  key  resources  appear  to  have  been  a  developing  systems  infrastructure 
(HCIS.  STARS,  and  others),  an  enhanced  government  infrastructure  (allocating  two  Medicare  personnel 
slots  in  Region  9  to  fraud  and  abuse),  and  a  parallel  effort  by  HCFA  to  reorient  its  contractors. 

The  significance  of  the  psychological  services  case  and  the  other  data  analysis  projects  is  twofold.  First, 
while  we  have  not  performed  an  independent  review  of  the  savings  estimate,  it  is  doubtless  large  and 
growing.  Indeed,  if  the  savings  estimate  is  even  approximately  true,  this  one  small  initiative  could  fund 
four  ORT  operational  budgets  (S7.2  million).  Second,  these  cases  represent  an  important  change  in  the 
relationship  between  HCFA  and  its  contractors.  As  one  of  the  Medicare  analysts  described  it.  HCFA 
could  lead  its  contractors  in  these  cases  and  could  work  proactively,  rather  than  relying  on  refen-als  and 
complaints  for  all  detection.  When  the  OIG  was  set  up  twenty  years  ago,  "HCFA  paid  less  attention  to 
fraud  and  abuse."  These  cases  represent  a  reversal  of  that  posture  and  a  step  toward  the  kind  of  proactive, 
data-dnven  culture  that  ORT  seeks  to  establish.  The  key  issue  is  whether  that  newer  culture  will  endure 
after  the  stimulus,  resources,  and  pnonty  that  ORT  has  provided. 


17     One  point  wonh  nolmg  here,  thai  is  similar  to  a  poim  made  earlier  about  home  health  fraud  and  abuse:  there  used  to  be  a  cap  on 

outpatient  psychiatn,  under  Medicare,  but  Congress  removed  the  cap  by  legislation  There  is  an  obvious  tension  here  between  making 
the  parameters  of  the  benefit  more  generous  or  accommodating  and  making  the  benefit  more  vulnerable  to  fraud  and  abuse 
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1.2.6    Outreach  Projects 


The  AoA  has  been  an  active  partner  on  two  fronts:  in  the  long-term  care  ombudsmen  project  and  in  more 
genera!  outreach  efforts  (particularly,  an  outreach  project  currently  under  development  in  the  Los  .Angeles 
Community).  We  describe  each  project  in  turn  below. 

Long-Term  Care  Ombudsmen 

AoA  has  worked  with  the  California  Department  on  Aging  to  insure  ORT's  access  to  the  aging  network. 
California's  outreach  programs  got  a  late  start  because  the  State  DoA  was  initially  unable  to  commit  staff 
resources  to  ORT.  Also,  two  structural  problems  with  the  initiative  (apparent  in  all  ORT  states)  were 
evident  in  California.  First,  the  Ombudsmen  network  relies  heavily  on  volunteers  who  are  already  heavily 
burdened,  so  it  is  difficult  to  add  new  training  and  duties  to  their  work.  Second,  the  Ombudsmen's  role 
makes  fraud  and  abuse  tasks  a  potential  conflict,  as  many  Ombudsmen  do  not  want  to  be  perceived  as 
policemen. 

The  outreach  program  began  in  February  1996.  when  a  training  session  was  held  for  35  program 
coordinators  from  the  Ombudsmen  network.  This  was  a  ""train  the  trainers"  session  to  get  the  project 
started.  AoA  worked  intensively  with  the  other  ORT  partners  to  prepare  the  training,  especially  HCFA 
and  01.  There  was  a  good  response  to  the  training,  but  many  felt  they  did  not  know  enough  to  train  others 
for  the  complexities  of  this  area.  As  a  result,  in  September  1996,  AoA  held  five  regional  training  sessions 
in  the  state,  at  which  280  people  were  trained.'**  At  all  of  these  training  sessions,  AoA  paid  for  attendees 
travel,  but  not  overnight  hotel  stays.  The  essence  of  the  training  was  to  tr\  to  give  Ombudsmen  examples 
of  the  kinds  of  things  to  watch  for,  in  their  visits  to  nursing  facilities —  e.g.,  DME  stacked  in  the  comers, 
unused. 

The  Ombudsmen  are  not  being  trained  to  report  tips  to  the  OIG  Hotline,  as  in  some  other  states.  Instead, 
they  are  told  to  contact  the  fraud  unit  at  Medicare  program  contractors.  This  strategy  has  the  advantage 
of  cutting  down  on  delays  (the  Hotline  was  said  to  add  a  month  to  the  timetable),  at  the  possible  cost  of 
confusion,  given  the  number  of  different  contractors.  "While  only  about  25  referrals  havve  resulted  from 
this  effort  to  date,  the  project  was  successful  in  increasing  the  general  awareness  of  Medicare  fraud 
situations  among  the  ombudsmen.  Meanwhile,  AoA  is  attempting  to  expand  its  contacts  to  meet  with 
senior  centers,  case  managers  in  area  agencies  on  aging,  and  others,  to  educate  the  community  more 
generally  on  fraud  and  abuse  issues. 

One  key  problem  raised  in  the  course  of  our  discussions  concerns  the  Ombudsmen's  role  after  any 
referrals.  The  Ombudsmen  have  emphasized  informally  to  the  ORT  partners  that  they  would  like  feedback 
on  their  referrals.  The  sentiment  is  understandable,  as  most  people  participating  in  fraud  and  abuse 
enforcement  efforts  want  some  kind  of  sign  that  what  they  do  matters.  So  it  is  with  the  Ombudsmen.  .As 
one  partner  put  it,  "there  is  a  real  chance  that  they  will  turn  it  off  because  [the  feedback]  is  too  slow."" 
Meanwhile,  a  more  fundamental  point,  the  system  is  already  clogged  with  referrals  that  do  not  get  fully 
explored — "'everyone  has  enough  cases  to  work."  as  one  participant  noted.  The  ultimate  issue  is  thus  how 
to  change  the  behavior  of  those  receiving  the  referrals — more  referrals  than,  strictly  speaking,  they 
need — so  that  those  providing  the  referrals  do  not  lose  interest.  Our  sense  was  that  this  issue  was  not  yet 
resolved. 

AoA  has  asked  the  state  whether  ORT-type  fraud  and  abuse  training  could  be  added  to  the  Ombudsmen 
in-service  meetings.  The  state  has  said  no.  This  reaction  suggests  that  the  state — a  hesitant  player  at  the 


1 8     Almosi  all  of  those  irained  were  Ombudsmen,  although  there  were  a  lew  stale  surveyors  in  the  group  (On  the  latter  point,  see  our 
earlier  discussion  of  miscellaneous  home  health  initiatives  under  ORT) 
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beginning — remains  hesitant  to  commit  to  this  initiative.  The  state  s  reaction  may  also  suggest  the  costs 
of  limited  feedback  to  date  in  response  to  Ombudsmen  referrals.  Finally,  it  may  reflect  the  challenge  of 
augmenting  the  Ombudsmen's  role.  As  one  senior  participant  commented,  the  Ombudsmen  outreach 
program  "isn't  a  good  fit  or  bad  fit  [with  the  Ombudsmen's  network];  it's  an  OK  fit."  But  Ombudsmen  can 
be  an  entree  to  the  entire  senior  community,  and  no  one  on  the  Steering  Committee  was  willing  to  give 
up  the  potential  value  of  that  connection. 

After  the  close  of  the  ORT  demonstration  period,  the  California  ombudsman  referral  procedure  was 
streamlined  in  the  hopes  that  more  referrals  will  be  forthcoming. 

AoA  and  Other  Outreach  Projects 

In  addition  to  the  Ombudsmen  project,  there  have  been  a  number  of  outreach  efforts  conducted  by  the 
ORT  participating  agencies": 

•  01,  OEI,  and  HCFA  ORT  representatives  presented  a  panel  discussion  on  ORT  at  the  Fall 
1995  annual  meeting  of  the  National  Association  of  Home  Care  in  San  Francisco. 

•  All  ORT  agencies  combined  with  the  U.S.  Attorney's  Office  in  Los  Angeles  to  convene 
a  special  public  forum  in  December  1995,  to  discuss  Medicare  and  health  care  fraud  and 
abuse.  Nearly  100  individuals  attended,  and  18  presentations  were  made  by  members  of 
the  senior  network  and  provider  network. 

•  ORT  agencies  have  distnbuted  1 80.000  copies  of  a  Medicare/Medi-Cai  fraud  awareness 
pamphlet  throughout  the  state  to  date. 

•  ORT  newsletters  have  been  used  to  communicate  the  scope  of  ORT  activities  and 
successes  and  to  build  up  the  credibility  of  the  project  with  both  senior  and  provider 
organizations.  Three  newsletters  have  been  published:  one  in  October  1995,  a  second 
in  spring,  1996,  and  the  last  in  winter  1996/1997. 

•  Members  of  the  ORT  Steering  Committee  have  given  other  presentations  throughout 
California. 

Los  Angeles  City  and  County  Community  Outreach  Project  (LACOP) 

In  the  second  year  of  ORT,  fraud  awareness  education  efforts  became  targeted  to  the  greater  Los  Angeles 
area,  where  the  greatest  proportion  of  potential  fraud  schemes  in  California  are  detected.  In  this  project, 
the  agencies  sought  to  enlist  the  active  support  and  participation  of  local  aging  network  organizations  to 
help  educate  Medicare  beneficiaries  and  their  families  and  advisors  about  Medicare  fraud. 

The  AoA  allocated  SI 0,000  of  initial  seed  money  to  support  two  outreach  activities  in  Los  Angeles.  The 
Gray  Squad,  under  the  auspices  of  the  Los  Angeles  Police  Department  and  District  Attorney's  office, 
conducted  Medicare  fraud  awareness  training  to  seniors  in  the  City  of  Los  Angeles,  and  the  County  of  Los 
Aneeles  conducted  similar  sessions  for  residents  at  senior  public  housing  sites  in  Los  Angeles  County. 

A  group  of  key  leaders  in  the  aging  network,  along  with  the  City  and  County  area  agencies  on  aging, 
helped  sponsor  a  special  Medicare  fraud  awareness  event  in  Los  Angeles  on  March  21 ,  1997.  Over  200 
individuals  representing  a  wide  spectrum  of  aging  network  organizations  attended  this  meeting.  The 


19     This  sumrnar)  of  outreach  projects  is  drawn  from  the  ORT  information  System 
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information  presented  at  the  meeting  resulted  in  a  number  of  requests  to  make  special  educational 
presentations  at  local  meetings  and  agencies.  In  addition,  a  statewide  grant  to  local  organizations  to  assist 
in  conducting  fraud  awareness  education  in  California  is  anticipated.  The  Los  Angeles  Community 
Outreach  Project  will  continue  well  into  the  second  phase  of  ORT,  and  will  be  coordinated  with  any  new 
grant  programs  authonzed. 

1.2.7    DME  Oversight  and  Coordination  Activities 

CIGNA  is  the  California  DMERC.  HCFA  Region  10  staff  (who  oversee  the  DMERC)  are  participating 
in  the  ORT  Steering  Committee  in  order  to  give  appropriate  direction  to  CIGNA's  activities  and  to 
coordinate  its  efforts  and  activities  with  the  ORT  partners. 

In  the  two  years  prior  to  ORT.  CIGNA  referred  39  cases  to  the  OIG  in  California,  a  rate  of  just  over  1 .5 
cases  per  month.  During  the  first  18  months  of  the  ORT  demonstration  (i.e.,  through  September  30, 
1 996),  CIGNA  referred  93  ORT  cases  to  the  OIG.  a  rate  of  5.2  cases  per  month — an  increase  over  the  pre- 
ORT  period  of  over  300%. 

In  addition,  CIGNA  has  a  large  inventory  of  cases  under  various  stages  of  development.  In  November 
1995,  this  inventory  contained  cases  involving  214  supplier  numbers  for  which  2,109  complaints  had  been 
lodged.  In  September  1996.  this  inventory  had  increased  to  534  suppliers  and  5.707  complaints  The 
Department  of  Justice  is  reporting  that  they  expect  fraud  convictions  from  some  of  these  cases. 

It  is  difficult  to  determine  how  much  of  this  increase  is  attnbutable  to  ORT  and  how  much  to  the  more 
general  maturation  of  the  DMERC  initiative.  For  now.  we  can  list  the  ORT-specific  activities  that  have 
been  undertaken  to  assist  CIGNA  with  their  investigative  activities.  Specifically,  the  ORT  Steenng 
Committee: 

•  Worked  closely  with  CIGNA  in  developing  a  monthly  report  that  shows  the  status  of 
ORT  cases  under  development. 

•  Held  meetings  with  OIG  and  DoJ  to  clarify  the  payment  suspension  process  and  the 
amount  of  work  that  needs  to  be  performed  by  the  DMERC  before  referral  to  the  OIG. 

•  Held  several  conference  calls  with  OIG,  DoJ,  and  HCFA  central  office  in  an  attempt  to 
secure  more  funds  for  CIGNA  ORT  activities.  (Note  that  $50,000  in  additional  funding 
was  provided  in  September.) 

•  Arranged  for  DMERC  staff  to  make  a  presentation  to  the  ORT  Steering  Committee  on 
investigative  activities  in  Southern  California. 

•  Arranged  for  OIG/OAS  to  review  CIGNA's  statistical  sampling  methodology,  so  that 
CIGNA  sampling  techniques  can  be  more  efficient  for  ORT  (and  other)  cases. 

•  Helped  coordinate  a  nationwide  investigation  of  a  large  DME  supplier,  working  with 
DoJ,  OGC,  HCFA,  and  OIG.  (This  supplier  has  46  franchises  located  throughout  the 
country). 

•  Held  a  meeting  between  OIG,  CIGNA,  the  U.S.  Attorney's  Office,  and  HCFA  Regions 
9  and  10  in  May  to  finalize  a  strategy  for  dealing  with  the  very  large  pending  caseload  of 
prosecutable  DME  fraud  cases. 
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•  Made  an  effort  to  match  data  on  MediCal  supplier  enrollments  (which  are  the  result  ot 

an  extensive  state  inspection  process)  with  Medicare  supplier  numbers.  At  this  wnting. 
that  project  has  experienced  technical  difficulties  in  the  matching  process. 

Through  OAS,  is  considering  a  review  of  DME  provided  to  beneficiaries  residing  in 
residential  care  facilities  in  California.  This  analysis  has  been  delayed. 

On  its  part,  CIGNA  has  been  involved  in  some  of  the  ORT  outreach  activities  described  earlier  (e.g..  they 
participated  in  ORT  Long  Term  Care  Ombudsman  train  the  trainer  sessions  on  fraud  and  abuse  and.  at 
HCFA's  request,  sent  an  OIG  special  fraud  alert  on  nursing  homes  to  over  13.000  DME  suppliers  that  do 
business  in  California).  Meanwhile.  CIGNA  did  a  detailed  analysis  to  list  physicians  who  are  high 
prescribers  of  DME.  This  analysis  identifies  1 1  physicians  who  are  high  prescribers  and  are  connected 
with  fraud  and  abuse  cases  developed  to  date  by  CIGNA  as  well  as  to  other  scams  being  investigated  by 
California  contractors. 

At  the  close  of  the  ORT  demonstration  phase,  plans  were  being  made  for  staff  from  the  NSCC  to  do  on- 
site  visits  of  selected  DME  suppliers. 

1.2.8    The  OIG  Hotline 

The  last  ORT  project  to  be  discussed  is  the  OIG  Hotline.  We  received  three  useful  perspectives  on  the 
Hotline  from  our  site  visits: 

A  large  number  of  Hotline  calls  have  been  routed  to  Region  9 — over  1 ,000,  covering 
issues  of  all  kjnds  as  of  March  31,  1997.  While  there  was  no  rigorous  data  available. 
HCFA  and  01  interviewees  both  seemed  to  believe  that  a  growing  proportion  of  the 
hotline  referrals  were  from  people  who  obviously  had  inside  information  at  providers. 
This  was  viewed  as  an  encouraging  sign.  OI  has  seen  a  growing  number  of  improved 
complaints. 

When  asked  if  the  Hotline  was  duplicating  tips  or  referrals  that  Medicare/other 
contractors  had  already  received,  respondents  gave  two  different  answers.  For  northern 
California  earners,  they  were  unsure.  But  for  southern  California  earners,  there  w  as  said 
to  be  a  "high  proportion"  of  duplication  in  that  the  complaint  had  already  been  received 
by  the  contractor.  This  duplication  was  not  considered  inefficient  by  those  whom  we 
interviewed.  Information  received  from  the  Hotline  was  said  to  supplement  information 
already  in  hand. 

Finally,  a  number  of  respondents  suggested  a  structural  change  in  the  Hotline  to  make  it 
more  effective:  give  Hotline  operators  access  to  CIMS  or  an  equivalent  case  listing,  so 
that  when  a  tip  came  in  for  a  current  case,  the  operators  would  know  that  the  tip  governed 
a  particularly  important  matter  and  could  refer  the  case  immediately  to  the  investigating 
agent.  Such  a  proposal  would  present  confidentiality  problems,  however. 

Beyond  these  general  observations,  interviewees  saw  the  Hotline  as  a  useful  and  necessary  element  in  the 
Medicare  fraud  control  program.  In  a  large  state  like  California,  which  has  perhaps  eight  different 
contractors  (the  exact  number  depending  on  how  the  count  is  made),  it  is  important  to  have  a  single 
number  to  give  the  public  in  the  event  they  come  across  fraudulent  behavior. 
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1.3  Florida 


1.3.1  Overview 

South  Florida  is  the  epicenter  of  Medicare  fraud  and  abuse  in  the  United  States,  as  one  senior  HCFA 
official  put  it.  Although  Florida  has  7%  of  all  Medicare  beneficianes.  the  fraud  problem  is  much  larger 
than  that,  as  indicated  not  only  by  several  major  cases  in  recent  years  but  also  by  claims  costs  for  some 
categories  of  service  that  greatly  exceed  national  averages. 

In  late  1994,  several  federal  and  state  agencies  as  well  as  Medicare's  Florida  contractors-"  came  together 
to  form  the  South  Florida  Task  Force,  which  studied  fraud  and  abuse  in  depth  and  presented  its  findings 
in  person  to  HCFA  Administrator  Bruce  Vladeck  in  March  1995.  The  task  force  was  a  predecessor  to 
Operation  Restore  Trust.  ORT  was  an  effort  to  formalize  the  collaborative  model  and  spread  it  to  other 
states  with  large  Medicare  populations.  Florida  is  therefore  the  best  example  of  the  blurred  borders  around 
Operation  Restore  Trust.  Although  the  demonstration  formally  began  in  April  1995,  a  similarly 
coordinated  and  focused  operation,  involving  many  of  the  same  individuals,  was  in  place  already. 

As  in  the  other  ORT  states,  a  kick-off  meeting  was  held  in  June  1995  that  was  attended  by  nearly  100 
people  from  a  range  of  federal  and  state  agencies.  The  steering  group  met  at  least  monthly  throughout  the 
demonstration,  but  compnsed  only  senior  managers  from  HCF.A.  the  Administration  on  Aging  and  the 
three  OIG  offices.  The  HCFA  Miami  satellite  office  also  convened  a  bimonthly  meeting  that  involved 
(most  commonly)  HCF.A,  the  OIG  audit  staff  the  Medicare  contractors,  the  U.S.  Attorney,  the  Medicaid 
agency,  ombudsmen,  and  the  state  survey  and  certification  agency.  Working  groups  also  met  in  Miami  on 
particular  issues;  these  groups  involve  the  same  agencies  listed  above  as  well  state  medical  and  licensing 
authorities,  the  OIG  investigators  and  other  groups. 

From  our  discussions,  it  was  apparent  that  Operation  Restore  Trust  led  to  substantially  closer  cooperation 
among  HCFA,  the  OIG  audit  staff  and  state  health  officials,  particularly  Medicaid  and  the  state  survey 
agency.  As  of  several  years  ago,  many  relations  were  acrimonious.  Several  people,  independently  of  each 
other,  told  us  about  a  meeting  a  couple  of  years  ago  between  program  officials  and  law  enforcement 
officials  that  was  among  the  most  hostile  they  had  ever  attended.  "It  retrospect,  it's  almost  amazing  how 
bad  it  was,"  recalls  one  observer.  Even  where  hostility  was  not  a  particular  problem,  there  was  distance. 
As  one  HCFA  manager  put  it,  contact  between  the  federal  and  state  governments  was  only  at  the  official, 
senior  level;  there  was  no  relationship  at  the  day-to-day  working  level. 

By  all  accounts,  collaboration  improved  greatly  dunng  Operation  Restore  Trust.  These  efforts  were  helped 
considerably  by  HCFA's  decision  to  establish  a  satellite  office  in  Miami  and  by  the  Office  of 
Investigations'  decision  to  substantially  increase  its  presence  in  Miami.  During  ORT,  state  and  federal 
officials  worked  together  on  21  expanded  audits  of  home  health  agencies  and  skilled  nursing  facilities  as 
well  as  on  other  projects.  HCFA  and  the  Office  of  Audit  Services  also  developed  a  notably  closer  working 
relationship.  Collaboration  between  HCFA  program  staff  and  law  enforcement  agencies — the  OIG 
investigators  and  the  FBI — was  largely  unchanged  in  the  first  part  of  ORT  but  appeared  to  improve  toward 
the  end  of  the  demonstration. 

The  ORT  team  undertook  a  wide  range  of  initiatives.  Home  health  agencies  and  durable  medical 
equipment  were  the  leading  pnorities,  with  considerable  attention  being  devoted  in  the  latter  part  of  the 
demonstration  to  services  provided  to  skilled  nursing  patients.  Hospice  services  received  less  attention. 


20     The  Medicare  coniraciors  in  Flonda  are  Aetna  Life  &  Ca.sually  Insurance  Co  (home  health  agencies  and  hospices).  Blue  Cross  &  Blue 
Shield  of  Honda  Ini;  (other  Pan  .A  providers  as  well  a^  Pan  B).  .Mutual  of  Omaha  (some  Pan  A  providers)  and  Palmetto  Government 
Benefits  Administrators  (durable  medical  equipment! 
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WTien  ORT  was  established.  Health  and  Human  Ser\  ices  officials  believed  that  their  effons  were  hindered 
by  a  lack  of  personnel  in  Miami.  The  HCFA.  AoA.  01  and  OEI  staff  responsible  for  South  Florida  are 
located  in  Atlanta,  while  the  lead  01  investigator  for  South  Flonda  was  based  in  Orlando.  Before 
Operation  Restore  Trust,  in  fact.  OIG  had  only  one  investigator  in  Miami  despite  the  appare:-.tly  endless 
number  of  cases  to  be  pursued.  Working  on  fraud  and  abuse  issues  in  Miami  while  based  elsewhere  leads 
to  obvious  inefficiencies,  which  were  made  worse  by  the  restnctions  on  travel  funds  that  federal  employees 
face. 

HCFA  therefore  used  ORT  funds  to  establish  a  satellite  office  in  Miami.  It  opened  in  September  1995  and 
currently  has  five  full-time  equivalent  positions  and  six  employees:  the  Flonda  ORT  coordinator.  Dewey 
Price;  one  policy  analyst,  two  outreach  specialists,  a  survey  and  certification  nurse,  and  a  receptionist.  All 
are  HCFA  employees  seconded  from  other  work,  and  all  work  only  on  Operation  Restore  Trust.  In  other 
ORT  states,  by  contrast.  ORT  staff  generally  have  unrelated  responsibilities  as  well.  The  inclusion  of  the 
policy  analyst — whom  was  seconded  directly  from  the  Bureau  of  Policy  Development  in 
Baltimore — contributed  to  a  particular  feature  of  Operation  Restore  Trust  in  Florida.  In  comparison  to  the 
other  ORT  states,  Florida  put  more  emphasis  on  changing  Medicare  payment  rules  at  the  national  level. 
Three  initiatives  are  discussed  later  in  this  appendix,  involving  provider  numbers,  independent 
physiological  laboratories  and  the  compounding  of  medications.  "'It's  not  enough  to  chase  the  money  and 
chase  the  crooks,"  one  HCFA  manager  explained,  "h's  important  for  the  staff  to  feel  they're  helping  to 
close  the  loopholes  and  address  the  problems."  The  policy  expertise  also  helped  other  organizations  w  ho 
sometimes  need  help  understanding  complicated  Medicare  rules.  "The  satellite  office  of  HCFA  has  been 
an  immense  help,"  one  U.S.  attorney  told  us.  "Many,  many  policy  questions  come  up  and  before  we  had 
to  search  Baltimore  for  an  answer.  We'd  get  the  'Ivory  Tower  read,"  and  now  we  don't  have  to  deal  with 
that." 

Operation  Restore  Trust's  list  of  projects  counts  the  Miami  office  as  a  separate  project,  though  we  prefer 
to  reserve  that  term  for  activities  rather  than  locations.  Nevertheless,  it  is  clear  that  establishing  the 
satellite  office  greatly  increased  the  effectiveness  of  ORT's  efforts  in  South  Flonda.  The  office  places 
ORT  team  members  amidst  the  providers  whose  activities  they  are  scrutinizing.  The  ORT  presence  also 
facilitates  cooperation  with  agencies  such  as  the  U.S.  Attorney,  the  Medicaid  program,  the  local 
ombudsmen  and  the  state  survey  agency — all  of  which  would  be  unlikely  to  travel  to  Atlanta.  It  seems 
unlikely  that  increased  cooperation  would  have  occurred  without  the  Miami  office. 

Florida  also  received  five  of  the  29  additional  OIG  staff  who  were  hired  around  the  time  Operation  Restore 
Trust  began,  bnnging  the  number  of  investigators  in  Flonda  to  1 5  by  October  1 996.  Four  new  agents  were 
posted  to  Miami  and  one  to  Clearwater.  These  staff  worked  almost  exclusively  on  ORT  projects. 

Florida  was  also  the  location  of  the  heaviest  ORT  spending.  Of  the  "basic"  ORT  budget  of  S7.6  million, 
Sl  .l  million,  or  157f,  was  spent  in  Flonda.  This  figure  is  just  a  fraction  of  the  total  resource  cost 
expended  on  ORT  projects,  however,  since  it  excludes  the  cost  of  federal,  state  and  contractor  employees. 
(See  Section  10.1  for  a  discussion  of  resource  cost.)  The  chief  items  in  the  Florida  ORT  budget  were  the 
cost  of  the  satellite  office,  travel  and  payments  to  the  State  survey  agency  to  cover  its  costs  in  working  on 
ORT  projects. 

In  the  remainder  of  this  appendix,  we  have  listed  the  Florida  projects  in  rough  order  of  the  influence  ORT 
has  had  on  their  effectiveness  in  terms  of  preventing  fraud  and  abuse.  This  ordering  is  quite  approximate. 

1.3.2    Expanded  Audits  of  Home  Health  Agencies 

Home  health  agencies  have  concerned  DHHS  officials  since  1994,  when  a  statewide  random  sample  of 
HHA  claims  found  that  26Vc  of  claims  were  not  eligible  for  payment.  The  regional  home  health 
intermediary  then  estimated  that  one  HHA  chain.  St.  John's  Home  Health  Agency,  had  received  S25.9 
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million  in  overpayments  from  Medicare.  The  intemiediar.  stopped  makmg  payments  to  St.  John's,  which 
led  to  the  chain's  bankruptcy.  Meanwhile,  investigations  of  ABC  Home  Health  Services  Inc.  in  Georgia 
were  atopic  of  Congressional  hearings  and  ultimately  led  to  cnminal  convictions  against  the  firm  and  its 
two  top  managers  in  1996.  ^ 

As  part  of  Operation  Restore  Trust,  the  federal  government  therefore  broadened  its  examination  of  the 
HHA  industry  in  Florida  and  the  other  ORT  states.  The  resulting  audits  differed  in  several  ways  from  the 
usual  audit  project: 

Audits  were  undertaken  of  particular  providers.  Past  audits  tended  to  draw  on  samples  drawn 
from  a  group  of  providers.  Previously,  the  goal  had  been  to  identify  a  broad  problem  rather 
than  to  identify  overpayments  from  individual  providers. 

Subjects  for  the  audits  were  determined  through  an  analysis  of  claims  data,  rather  than  in 
response  to  particular  complaints  or  tips,  as  is  often  true. 

•  Audits  were  more  investigational  in  nature.  Traditional  audits  involved  pre-notification  to 
the  provider,  periodic  updates  throughout  the  audit,  and  generally  a  more  cooperative 
relationship.  These  audits,  by  contrast,  came  without  warning,  and  the  auditors  more  closely 
controlled  the  provision  and  copying  of  the  documents  they  required. 

•  HCFA  and  OAS  cooperated  from  the  beginning.  In  the  past,  HCFA  and  the  auditors  would 
agree  on  a  workplan  but  the  next  substantive  communication  would  occur  when  the  audit 
report  was  formally  delivered  to  HCFA.  In  this  case,  HCFA  requested  that  the  audits  be  done 
and  then  its  staff  participated  as  part  of  the  audit  teams. 

Both  financial  and  clinical  data  were  examined.  'While  auditors  usually  focus  on  financial 
issues  such  as  the  allocation  of  overhead  costs  among  payors,  in  these  cases  the  audit  teams 
specifically  investigated  whether  services  were  medically  necessary. 
The  work  began  in  Apnl  1995.  The  regional  home  health  intermediary;  Aetna  Life  &  Casualty  Insurance 
Co.,  analyzed  claims  data  to  identify  providers  with  unusually  frequent  visits  per  month  or  unusually  high 
costs  per  beneficiary.  All  claims  for  those  providers  were  extracted.  A  random  sample  of  100  claims  from 
each  provider  was  then  chosen.  For  each  beneficiary.  Part  B  claims  were  also  provided  by  the  carrier. 

The  typical  audit  team  included  three  OAS  staff  auditors,  a  HCFA  nursing  consultant,  bilingual  HCFA 
personnel  (who  helped  with  interviews)  and  staff  from  the  regional  home  health  intermediary.  For  each 
beneficiary,  members  of  the  audit  team  interviewed  the  beneficiary  or  a  family  member,  the  physician  who 
signed  the  plan  of  care  and  the  beneficiary's  physician.  The  HHA  was  asked  for  the  beneficiaries'  charts 
(10  at  a  time,  so  it  could  not  anticipate  the  request).  The  intermediary  's  medical  staff  then  reviewed  the 
charts  and  the  information  gleaned  from  the  interviews.  Based  on  the  random  sample,  total  overpayments 
were  estimated  at  the  90%  confidence  level,  with  the  lower  bound  then  used  as  the  estimated  overpayment. 

Estimated  overpayments  to  these  five  HHAs  were  S6.6  million.  The  first  three  reports,  for  example,  found 
that  a  total  32%  of  the  claims  included  services  that  did  not  meet  Medicare  guidelines.  In  12%  of  the 
claims,  the  reports  said  beneficiaries  were  not  homebound;  in  another  12%,  services  were  found  to  be  not 
reasonable  or  not  necessary.  In  47c,  services  had  not  been  provided.  In  another  4%.  the  reports  said  the 
physician  denied  authonzing  the  service  or  the  authonzation  was  improper. 

According  to  OAS  staff  the  audits  could  not  have  been  performed  without  the  ORT  travel  funds.  Absent 
those  funds,  auditors  would  have  had  to  work  in  or  near  the  city  they  happened  to  be  assigned  to.  For  OAS 
staff  the  "opporuinity  cost"  of  their  ORT  work  has  been  that  they  have  not  done  audits  of  state  Medicaid 
agencies,  which  they  do  because  the  federal  government  bears  at  least  half  the  cost  of  each  Medicaid 


Abt  Associates  Inc.      Appendix  1 :  Review  of  the  ORT  Regions  and  Comparison  States 


1-50 


program.  Yet  they  also  noted  that  non-ORT  travel  funds  have  been  so  tight  that  the\  could  not  have 
travelled  to  state  capitals  other  than  Atlanta  anyway. 

1.3.3  Reviews  of  Skilled  Nursing  Facilities 

The  HHA  model  was  then  applied  to  services  provided  to  residents  of  skilled  nursing  facilities  (SNFs). 
In  contrast  to  the  HHA  reviews,  eligibility  for  the  skilled  nursing  benefit  itself  is  usually  not  an  issue. 
Instead,  the  reviews  have  focused  on  the  therapv  and  other  ancillary  serv  ices  that  are  provided  to  residents, 
especially  by  the  nursing  facility  itself  but  also  by  other  providers. 

As  with  the  HHA  reviews,  the  reviews  were  innovative  in  starting  from  data  analysis  and  in  using  multi- 
disciplinary  teams  from  different  agencies.  Twenty  SNFs  were  chosen  for  review  of  their  CY  1994  claims. 
Eighteen  were  identified  after  an  analysis  of  Part  A  and  Part  B  found  that  they  had  extremely  high  claims 
costs  per  patient  day.  The  other  two  were  selected  by  regional  home  health  intermediaries  based  on  their 
experience,  data  analysis  and  complaints.  Unlike  the  HHA  reviews,  beneficiaries  were  not  chosen  at 
random.  Instead,  beneficiaries  were  chosen  based  on  their  claims  costs,  so  the  sample  comprised  the 
highest  cost  beneficiaries  at  the  highest  cost  facilities.  Beneficiaries  were  not  interviewed;  the  reviews 
relied  on  medical  records  and  claims. 

The  typical  review  team  comprised  an  OAS  auditor,  a  survev  nurse  from  the  state  survey  agency  (who 
focused  on  quality  of  care  issues)  and  a  nursing  consultant  from  the  HCFA  Division  of  Health  Standards 
and  Quality  (who  focused  on  medical  necessity  and  other  coverage  issues).  The  reviews  included  all 
claims  submitted  for  SNF  beneficianes,  with  a  panicular  focus  on  claims  for  therapies.  On-site  visits  were 
unannounced  and  typically  lasted  four  or  five  days.  The  reviewers  sought  to  verify  that  services  were 
ordered,  medically  necessary,  provided  and  performed  appropriately. 

As  of  October  1996,  sixteen  reviews  had  been  completed  and  the  other  four  were  pending.  Overpayments 
for  the  first  16  reviews  totalled  S2.5  million.  The  most  common  findings  were  inappropnate  or  duplicative 
therapies.  The  estimated  overpayment  figures  reflected  only  the  claims  experience  of  the  beneficiaries  the 
review  team  studied;  since  beneficiaries  were  not  selected  at  random,  extrapolations  could  not  be  made. 
HCFA,  however,  directed  the  contractor  to  conduct  further  reviews  so  that  additional  overpayments  might 
be  identified.  Three  referrals  have  been  made  to  contractor  fraud  units  for  investigation. 

Prior  to  Operation  Restore  Trust,  such  cooperation  between  the  fiscal  intermediary ,  HCF.A,  OAS  and  the 
state  survey  agency  had  never  occurred.  The  20  reviews  required  ORT  travel  funds  of  about  520,000  for 
state  employees  and  $15,000  for  HCFA  employees;  travel  funds  for  the  auditors  were  not  available.  The 
data  analysis  that  was  used  to  begin  the  project  was  done  by  Medicare's  Bureau  of  Data  Management 
Strategy  and  by  the  contractors;  no  ORT  funds  were  used  and  no  estimates  of  costs  are  available. 

Additional  SNF  reviews  are  planned  for  the  future. 

1.3.4  HHA  Studies 

Although  coordinated  by  individual  regions,  studies  by  the  Office  of  Evaluation  and  Inspections  usually 
take  a  national  perspective.  Dunng  the  course  of  Operation  Restore  Trust,  OEI  published  1 1  on  home 
health  agencies,  of  which  the  Atlanta  regional  office  prepared  seven.  Many  of  these  studies  had  been 
planned  before  ORT  began,  but  the  demonstration's  focus  on  home  health  gave  the  studies  higher  priority. 
As  was  true  of  much  of  OEI's  work  in  Operation  Restore  Trust,  the  studies  were  earned  out  much  as  they 
had  always  been.  There  was,  however,  somewhat  more  emphasis  on  issues  at  the  state  level;  OEI's  studies 
are  usually  nationwide  in  scope.  And  though  OEI  reports  are  usually  wntten  for  policymakers  in 
Washington  and  Baltimore,  the  reports  on  home  health  agencies  found  new  ■'clients."  Those  clients  were 
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the  01.  OAS  and  HCFA  staff  members  responsible  for  anti-fraud  effons  in  Flonda  and  other  states,  who 
found  a  lot  of  useful  information  m  several  reports  m  particular. 

The  most  significant  study  was  the  first,  which  analyzed  payments  to  6.803  HHAs  nationwide  on  behalf 
of  over  three  million  beneficiaries.  OEI  ranked  the  agencies  in  terms  of  payment  per  benefician,'.  then 
analyzed  the  differences  between  four  equally  sized  groups  of  agencies.  Average  payment  to  the  highest 
cost  group  was  five  times  higher  than  to  the  lowest  group.  The  difference  was  almost  entirely  due  to 
differences  in  the  number  of  visits  per  beneficiary:  the  cost  per  visit  was  very  similar  among  the  four 
groups.  Although  the  study  did  not  include  a  careful  econometnc  analysis,  the  wide  range  in  the  number 
of  visits  was  not  readily  explicable  by  differences  in  the  characteristics  of  the  beneficiaries  a  served.  A 
companion  study  showed  that  agencies  with  high  numbers  of  visits  per  beneficiary  tended  to  be  in  the 
southeastern  states:  Tennessee,  Alabama.  Mississippi,  Georgia  and  Louisiana. 

The  two  studies  were  begun  in  1993,  before  ORT  began,  and  were  released  in  the  first  few  months  of  the 
demonstration  (July  and  September  1995,  respectively).  They  appeared  to  have  provided  essential  and 
authoritative  information  about  the  nature  and  location  of  high  HHA  utilization.  01  and  OAS  staff 
members  from  several  states  asked  for  specific  data,  for  example.  And  although  the  first  study  would  have 
been  stronger  had  it  used  readily  available  econometric  tools,  it  nevertheless  illustrated  the  large  impact 
that  the  simplest  quantitative  tools  can  have  when  they  are  carefully  applied.  The  studies"  findings  do  not 
"prove"  fraud,  but  it  is  difficult  to  find  an  alternative  explanation  given  the  similanty  of  patients  being 
treated  by  the  high-cost  and  low-cost  agencies. 

The  Atlanta  region  followed  up  these  studies  with  five  other  studies.  Nationwide  surveys  of  beneficiaries 
in  1994  and  1995  found  that  few  beneficiaries  believed  they  received  more  visits  than  they  needed — 4% 
in  1994  and  09c  in  1995.  Although  this  finding  implies  that  beneficiaries,  at  least,  do  not  believe  there 
is  widespread  fraud,  it  can  also  be  explained  by  beneficiaries'  willingness  to  accept  a  free  service  even 
when  they  are  ineligible  for  it  under  law. 

The  other  three  studies  focused  on  the  defining  characteristics  of  low-cost  vs.  high-cost  home  health 
agencies  and  were  released  in  the  closing  months  of  ORT.  One  was  a  random  sample  of  "high  cost"  and 
"low  cost"  agencies,  defined  as  Medicare  payment  per  beneficiary  above  and  below  the  national  average. 
It  found  that  the  gap  in  the  number  of  visits  widened  considerably  between  1 993  and  1 994.  The  difference 
between  high-cost  and  low-cost  agencies  was  not  associated  with  differences  in  agencies,  except  that  high- 
cost  agencies  tended  to  be  for-profit  organizations  that  were  not  affiliated  with  other  organizations,  such 
as  a  hospital,  local  government  or  visiting  nur.ses  association. 

In  an  effort  to  repon  best  practices,  OEI  also  presented  case  studies  of  seven  low-cost,  high-quality  HHAs 
from  the  five  ORT  states.  These  agencies  tended  to  place  substantial  emphasis  on  training,  discharge 
planning,  supervision  of  patient  progress  and  paying  staff  on  a  salaned  or  houHy  basis  rather  than  per  visit. 
Similarly,  a  description  of  HMO  management  of  home  health  agencies  found  that  a  sample  of  HMOs 
almost  universally  used  case  managers  to  control  the  number  of  visits  provided  by  HHAs  under  contracts. 
About  half  the  agencies,  however,  said  HMO  beneficianes  are  disadvantaged  relative  to  other  Medicare 
beneficiaries  in  terms  of  the  home  health  care  they  receive. 

Clearly  these  studies  have  made  important  contributions  to  Operation  Restore  Trust.  Aside  from  the  focus 
on  ORT  topics  and  ORT  states,  however,  it  appears  that  ORT  did  not  have  a  noticeable  effect  on  how  the 
studies  were  earned  out.  The  studies  did  not  use  novel  methodologies  or  involve  substantially  more 
collaboration  with  other  HHS  components  or  other  agencies.  This  statement  is  not  a  criticism  but  rather 
a  reflection  of  the  nature  of  the  way  such  studies  are  undertaken. 
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1.3.5    Policy  Changes  Concerning  DME  Provider  Numbers 


In  the  last  several  years  it  has  become  clear  that  easy  access  to  new  provider  numbers  has  allowed 
disreputable  individuals  and  firms  to  defraud  Medicare,  especially  in  paying  for  durable  medical 
equipment  (DME).  Minimal  information  was  required  from  applicants,  no  fee  was  charged  and 
verification  that  applicants  were  real  businesses  tended  to  be  cursory  .  In  February  1996.  fore.xample.  staff 
from  the  Miami  field  office  and  the  DME  regional  carrier  paid  visits  to  36  applicants  for  provider  numbers 
and  found  that  32  were  not  operational  entities.  In  one  case,  an  office  was  empty  but  for  a  receptionist 
with  several  telephone  lines  and  several  applications  in  front  of  her.  with  instructions  on  how  to  answer 
questions  when  Medicare  called. 

Faced  with  the  similar  problems,  Florida  Medicaid  began  in  December  1995  to  require  applicants  for  a 
provider  number  to  post  a  S50.000  bond,  which  costs  S 1 ,000  to  S 1 .200  to  obtain  from  a  bonding  company. 
Florida  also  required  existing  providers  to  re-enroll  or  lose  their  provider  number.  This  year  the  number 
of  Medicaid  DME  suppliers  has  fallen  from  over  4,500  to  under  1 .600.  with  Medicaid  reporting  no 
difficulties  in  obtaining  DME  by  its  recipients.  In  June,  Medicaid  expanded  these  requirements  to  other 
providers  who  are  not  separately  licensed  as  e.g..  a  physician,  hospital  or  nursing  facility. 

Medicare's  lack  of  control  over  provider  numbers  was  highlighted  by  the  South  Florida  Task  Force,  before 
Operation  Restore  Trust  began.  In  March  1996  the  Miami  office  recommended  to  HCFA  central  office 
that  control  over  provider  numbers  be  tightened  through  requirements  such  as: 

•  A  physical  address  (i.e..  not  a  post  office  box  or  mail  drop) 

•  A  valid  telephone  number  (i.e.,  not  a  pager) 

•  Liability  insurance 

•  Applicable  licenses  and  certifications 

•  Disclosure  of  all  owners  and  managers  and  of  their  social  secunty  numbers,  taxpayer 
identification  numbers  and  physician  numbers 

•  Disclosure  of  related  parties 

•  Disclosure  of  past  Medicare  or  Medicaid  sanctions  against  owners,  managers  or  entities  that 
provide  services 

•  Evidence  that  owners  and  managers  are  authorized  to  work  in  the  U.S. 

•  Posting  of  a  surety  bond. 

In  July  1996  HCFA  also  directed  the  National  Supplier  Clearinghouse,  which  processes  applications  for 
DME  provider  numbers  nationwide,  to  begin  a  moratorium  on  new  numbers  in  South  Florida  until  NSC 
can  put  in  place  investigators  to  conduct  site  visits  of  new  applicants.  As  of  November  1 ,  1 996,  NSC  had 
required  8,000  providers  in  South  Florida  to  re-enroll:  those  that  did  not  submit  the  required  information 
within  35  days  were  terminated.  Several  hundred  providers  were  also  terminated  because  they  did  not 
have  permits  to  sell  oxygen  that  are  required  by  the  State.  By  the  end  of  ORT  both  the  National  Supplier 
Cleannghouse  and  the  Part  B  carrier  had  a  staff  member  in  South  Flonda  whose  full-time  job  was 
verifying  provider  eligibility. 

In  a  related  initiative,  Atlanta-based  staff  of  the  Office  of  Evaluation  and  Inspections  conducted  a 
nationwide  study  of  the  issues  related  to  provider  numbers  that  which  was  released  at  the  end  of  the 
demonstration  period.  OEI  staff  (sometimes  accompanied  by  an  01  investigator)  made  unannounced 
inspections  to  420  suppliers  with  new  billing  numbers  and  to  35  applicants  for  billing  numbers.  Providers 
were  located  in  12  metropolitan  areas  in  the  five  ORT  states,  but  the  Miami  area  was  excluded  because 
of  criminal  investigations.  Though  the  list  of  suppliers  was  not  a  random  sample,  it  did  represent  36%  of 
the  new  suppliers  in  the  12  cities  and  669f  of  the  applicants.  About  409f  of  both  groups  failed  to  meet 
at  least  one  of  HCFA's  1 1  standards  for  DME  suppliers.  Some  failures  could  be  easily  remedied  (e.g., 
making  available  to  beneficiaries  a  list  of  the  standards  themselves),  but  at  the  same  time  the  inspection 


Abt  Associates  Inc. 


Appendix  1 :  Review  of  the  ORT  Regions  and  Comparison  Slates 


1-53 


team  looked  only  for  obvious  violations,  so  closer  inspections  presumabU  would  have  found  a  failure  rate 
higher  than  40'7f .  Most  telling  was  that  I'^c  of  the  new  suppliers  and  1  1  ""r  of  the  applicants  did  not  even 
have  a  physical  address.  The  study  concluded  with  recommendations  similar  to  those  made  by  HCFA 
staff. 

Operation  Restore  Trust  had  a  clear  but  modest  influence  on  the  study.  ORT  team  members  had  identified 
a  problem  with  supplier  numbers  in  Florida,  and  OEI  then  did  a  more  rigorous  study  in  the  five  ORT  states 
to  determine  whether  the  problem  was  more  general.  The  study  did  find  cause  for  concern  at  the  national 
level,  though  it  contained  no  analysis  of  whether  the  problems  seemed  to  be  more  prevalent  in  some  states 
than  others. 

1.3.6    Outreach  Activities 

The  ORT  team  in  Florida  put  substantial  effort  into  outreach.  Almost  all  this  activity  was  in  the  Miami 
area  (Dade  and  Broward  counties).  Outreach  was  directed  at  either  beneficiaries  themselves  or  at  people 
in  a  position  to  observe  fraud  and  abuse,  such  as  nursing  home  ombudsmen  and  volunteer  health  insurance 
counselors. 

The  pnmary  purpose  of  the  outreach  to  beneficiaries  was  to  make  them  less  susceptible  to  fraud,  for 
example  by  warning  them  not  to  disclose  their  Medicare  numbers.  Beneficiaries  were  also  given  the  OIG 
hotline  number  to  report  possible  fraud  and  abuse.  The  pnmary  purpose  of  training  members  of  the  aging 
network  was  to  alert  them  to  what  fraud  and  abuse  might  look  like. 

Here  are  the  more  important  outreach  activities,  in  rough  order  of  importance. 

•  The  Flonda  Department  of  Elder  Affairs  devoted  a  page  of  its  monthly  newspaper  to  fraud 
and  abuse.  The  newspaper  has  a  circulation  of  60.000.  The  state  aging  director.  E.  Bentley 
Lipscombe.  also  used  his  a  weekJy  radio  show  to  discuss  fraud  and  abuse,  with  contnbutions 
from  the  Miami  satellite  office,  the  FBI,  the  U.S.  Attorney" s  Office  and  the  OIG. 

•  Training  of  446  ombudsmen  and  health  insurance  counselors  in  13  sessions,  each  of  which 
lasted  approximately  two  days. 

•  Distribution  of  35,000  pamphlets  in  English,  Spanish  and  Creole  advising  beneficiaries  not 
to  give  out  their  Medicare  or  Medicaid  I.D.  cards  or  numbers  or  accept  "free"  medical  exams 
and  tests.  The  Department  of  Housing  and  Urban  Development  put  12.000  of  these 
pamphlets  into  each  mailbox  in  HUD  seniors'  buildings  in  Dade.  Broward  and  Palm  Beach 
counties.  Others  distribution  points  included  Social  Secunty  Administration  offices,  health 
insurance  counsellors,  seniors"  centers  and  seniors"  health  care  fairs. 

•  Response  to  several  media  inquiries  per  month,  which  led  to  DHHS  staff  being  quoted  by 
Barron  's,  the  Miami  Herald  and  vanous  other  pnni,  radio  and  television  outlets. 

•  Training  of  all  staff  at  17  Social  Security  offices  to  advise  them  what  to  do  when  Medicare 
beneficiaries  report  possible  fraud. 

•  Placement  of  public  service  advertisements  on  buses  and  trains.  The  message  was  similar  to 
that  of  the  brochures. 

The  impact  of  such  outreach  efforts  is  inherently  hard  to  measure.  The  Office  of  Investigations"  tracking 
system,  for  example,  identifies  the  impetus  for  an  investigation  but  leads  from  ombudsmen  would  be 
captured  in  the  general  category  of  state  government.  The  Administration  on  Aging  reported  to  us  that 
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68  referrals  had  been  made  as  a  result  of  the  training,  but  no  further  information  was  available.  Anecdotal 
evidence,  however,  suggests  that  at  least  a  couple  of  initiatives  resulted  from  ombudsmen  tips.  In  August 
1996.  an  ombudsman  referred  to  the  Miami  office  the  case  of  an  87-year-old  resident  of  an  assisted  living 
facility  who  was  being  transported  daily  to  a  community  mental  health  center  for  psychological  therapy 
that  would  not  benefit  him.  HCFA  staff  and  the  ombudsman  jointly  visited  the  CMHC:  among  other 
findings,  the  person  who  ran  the  assisted  living  facility  was  on  staff  at  the  CMHC.  In  response,  the  earner 
introduced  an  edit  into  the  claims  processing  system  to  flag  claims  for  beneficiaries  who  were  legally 
incompetent  and  had  a  legal  guardian.  The  Guardianship  Program  of  Dade  County  also  has  prepared  letters 
of  warning  to  providers  who  treat  the  700  people  in  the  program  to  the  effect  that  guardians  must  agree 
to  the  patients  being  treated.  HCFA  is  now  reviewing  whether  changes  in  its  CMHC  coverage  policy 
would  be  appropriate. 

1.3.7  Investigation  of  St.  John's  Home  Health  Agency 

Before  Operation  Restore  Trust  began.  Medicare  identified  possible  overpayments  to  St.  John's  Home 
Health  Agency  and  stopped  making  interim  payments  to  it.  (Medicare  reimburses  HHAs  for  their 
reasonable  costs  of  canng  for  Medicare  beneficiaries;  before  cost  reports  are  submitted  and  settled,  the 
agency  makes  intenm  payments.)  The  HHA  entered  bankruptcy  proceedings  in  late  1994. 

ORT  funds  are  being  used  to  pursue  criminal  investigations  related  to  the  HHA.  01  staff  told  us  that 
without  the  ORT  funds  that  lack  of  resources  would  have  forced  them  to  drop  these  investigations.  At  least 
578,000  in  ORT  funds  were  used  to  rent  a  warehouse  to  store  three  trailer-loads  of  St.  John's  documents 
that  were  used  in  the  investigation.  "Without  ORT  we  couldn't  get  the  documents  to  do  the  case, 
literally,"  an  01  official  told  us.  ORT  funds  were  also  used  to  buy  an  58,000  computer  and  to  hire  a 
programmer  to  help  investigators  sort  through  the  records.  The  investigations  continue. 

1.3.8  Independent  Physiological  Laboratories 

Independent  physiological  laboratones  perform  diagnostic  physiological  tests  that  can  be  performed  by 
non-physicians  and  without  direct  physician  supervision.  Examples  are  electrocardiograms,  EEGs  and 
ultrasounds,  although  there  is  no  national  policy  defining  which  tests  are  appropnate  for  IPLs.  Although 
a  physician  must  order  these  services,  the  laboratories  generally  operate  independently  of  hospitals  or 
physicians'  offices. 

HCFA  and  the  contractor  were  concerned  that  many  claims  by  IPLs  were  either  fraudulent  or  were 
submitted  for  unnecessary  services.  Patients  were  often  residents  in  nursing  facilities  or  assisted  living 
facilities.  The  earner  therefore  introduced  a  local  restriction  (i.e.,  affecting  only  Florida)  that  IPLs  could 
only  bill  for  38  specific  services.  It  also  required  IPLs  to  re-apply  to  participate  in  Medicare,  providing 
additional  information  about  their  operations.  Payments  to  IPLs  then  fell  38^c  from  579  million  in  1994 
to  548  million  in  1 995.  The  number  of  IPLs  in  Florida  fell  from  1 ,400  to  700.  although  it  has  since  nsen 
to  about  800.  On-site  review  is  now  required  before  a  new  provider  number  may  be  issued. 

Although  these  changes  were  in  the  works  before  Operation  Restore  Trust  began,  the  Miami  ORT  office 
did  recommend  changes  in  national  Medicare  policy.  Recommendations  included  limiting  services  to 
those  that  met  criteria  for  safety  and  appropnateness  and  requiring  that  the  tests  be  ordered  by  the  patient's 
attending  physician  rather  than  by  any  physician.  The  recommendations,  made  in  February  1996,  included 
draft  language  for  both  the  regulations  and  the  earner  manual.  The  new  regulation  was  published  in  the 
Federal  Register  in  November  1 996. 
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1.3.9    DME  Investigations 


Operation  Restore  Trust  has  given  tlie  Office  of  Investigations  additional  resources  that  have  been  apphed 
to  DME  fraud  cases.  The  number  of  investigators  in  Flonda  increased  from  8  in  April  1995  to  13  in 
October  1996;  these  numbers  reflect  the  additional  "ORT  investigators"  as  well  as  normal  changes  in 
staffing  levels.  Although  the  "ORT  investigators"  were  not  paid  from  the  ORT  budget,  they  were  hired 
because  of  the  importance  of  Operation  Restore  Trust  and  they  worked  only  on  ORT  cases. 

ORT  funds  were  very  useful  for  travel.  In  October  1996.  for  example,  Ben  O.  Carroll  agreed  to  plead 
guilty  to  conspiring  to  defraud  Medicare  of  S71  million  by  claiming  payments  for  expensive  incontinence 
aids  while  providing  nursing  homes  with  inexpensive  adult  diapers.  The  investigation  took  two  years,  but 
01  staff  said  that  without  Operation  Restore  Trust  it  would  have  taken  three  years.  ORT  travel  funds  were 
used  to  fly  the  investigator  to  Kansas  City  to  finalize  the  plea  bargain. 

Many  investigations  now  make  use  of  "temporary  restraining  orders,"  whereby  the  U.S.  attorney  obtains 
a  court  order  to  freeze  the  bank  accounts  of  providers  suspected  of  fraud  and  abuse.  This  tactic  was  first 
used  in  health  care  cases  in  Florida  in  mid- 1994  and  has  since  spread  to  other  regions.  Since  mid- 1994, 
the  U.S.  Attorney  for  the  Southern  District  of  Florida  has  obtained  orders  freezing  SI  8.7  million  that  was 
held  in  bank  accounts  and  another  $8.4  million  that  was  payable  by  the  Medicare  program  to  providers. 
Typically  01  or  FBI  investigators  did  a  "fast  track"  investigation  of  a  week  or  two  in  which  they  talked  to 
a  random  sample  of  30  beneficiaries,  which  allowed  them  to  extrapolate  the  size  of  the  possible  fraud.  The 
U.S.  Attorney  then  filed  a  civil  motion  to  freeze  the  funds  pending  further  investigation.  In  some  cases, 
the  provider  did  not  even  appear  in  court  to  contest  the  order. 

Because  the  funds  still  belong  to  the  provider,  they  are  not  counted  in  the  Operation  Restore  Trust  statistics 
of  recoupments  or  penalties.  Nevertheless,  the  government's  case  is  obviously  in  a  better  position  when 
a  provider  cannot  remove  the  funds  being  investigated.  In  November  1995,  for  example,  the  U.S. 
Attorney's  Office  obtained  an  order  freezing  51. 3  million  in  the  bank  account  of  a  North  Miami  Beach 
physician.  Another  S477.800  that  was  due  to  the  physician  from  the  carrier  was  frozen.  These  funds  were 
therefore  available  to  the  government  when  a  judge  later  found  that  the  physician  had  submitted  false 
claims  to  the  Medicare  program  and  awarded  the  government  triple  damages  of  S4.2  million.  The 
physician  originally  came  to  investigators'  attention  when  his  Medicare  claims  jumped  from  SI  16,000  in 
1994  to  over  S3  million  in  a  six-month  period  in  1995. 

1.3.10  The  "Medically  Unbelievable"  Screen 

In  a  joint  effort  between  the  Miami  office  and  the  Part  B  carrier,  the  carrier  introduced  an  edit  into  the 
claims  processing  system  that  was  called  the  "medically  unbelievable"  screen.  The  screen  focuses  on  the 
line-item  claims  on  Part  B  bills."'  Once  the  total  number  of  line-item  claims  from  all  providers  exceeded 
100  in  one  month,  succeeding  claims  were  denied  on  the  grounds  that  utilization  parameters  were 
exceeded.  Providers  always  had  the  nght  to  submit  medical  documentation  to  appeal  such  denials,  but 
it  is  telling  that  very  few  appeals  were  submitted.  In  August  1995,  denials  totalled  SI 2  million  in 
payments  that  otherwise  would  have  been  paid.  By  the  end  of  the  demonstration  penod.  S3 1 .9  million  in 
claims  had  been  denied.  Only  S539.958  was  subsequently  paid  after  appeal,  so  net  savings  from  the  screen 
were  S3 1 .4  million.  Since  the  first  month,  the  threshold  number  of  claims  per  month  has  been  lowered 
below  100,  but  the  earner  does  not  publicize  the  new  threshold.  Note  that  the  number  of  claims  excludes 
durable  medical  equipment  and  other  supplies  and  services  not  paid  through  the  Part  B  carrier. 


2 1     Pan  B  claims  are  filed  using  the  HCFA  1 500  form   A  single  claim  usually  has  multiple  line-item  clajms  For  example,  a  physician 

might  submit  a  single  claim  that  included  three  line-item  claims  for  an  office  visit,  a  lab  test  and  a  procedure  A  line-item  claim  may  be 
for  a  single  service,  as  in  the  previous  exemplar  it  can  be  for  multiple  units  of  the  same  service,  and  these  units  may  be  provided  on 
different  days 
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In  a  related  initiative  called  -'Project  Reclamation/'  the  carrier  identified  all  providers  responsible  lor  at 
least  SI 0.000  in  denied  claims  from  the  "medically  unbelievable"  screen  in  a  30-day  penod.  Claims  from 
these  providers  then  became  subject  to  further  scrutiny. 

1.3.11   Policy  Change  Related  to  Compounding  of  Medications 

The  February  1996  site  visits  to  DME  suppliers  also  led  to  concerns  that  suppliers  were  compounding  (or 
mixing)  large  quantities  of  drugs  in  possible  violation  of  Medicare,  Food  and  Drug  Administration  and 
Flonda  state  rules.  Although  medications  in  general  are  not  a  Medicare  benefit,  the  program  will  pay  for 
medicines  used  in  conjunction  with  durable  medical  equipment  or  prosthetic  devices.  An  example  is 
bronchodilating  drugs  that  asthma  patients  inhale  using  nebulizers. 

The  Miami  ORT  office  brought  this  issue  to  the  attention  of  the  DME  Regional  Camer.  the  Flonda  Board 
of  Pharmacy  and  the  HCFA  central  office.  An  analysis  by  the  DMERC  found  that  Region  C  (which 
includes  Flonda)  accounted  for  67%  of  nation-wide  payments  for  nebulizer  drugs  even  though  the  region 
included  just  27%  of  all  Medicare  beneficianes.  For  four  particular  drugs,  Region  C  accounted  for  over 
90%  of  nationwide  payments."  The  DMERC  also  expressed  concern  about  the  potential  harm  to  patienLs' 
health  of  ovenitilizing  bronchodilators  and  in  particular  of  using  multiple  bronchodilators. 

In  July  1996  30  HCFA's  central  office  modified  the  Medicare  Camer's  Manual  to  require  that  only 
phannacies  could  bill  Medicare  for  drugs  used  in  conjunction  with  durable  medical  equipment  or 
prosthetic  devices.  The  DMERC  has  also  introduced  an  edit  into  the  claims  processing  system  to  catch 
instances  where  individual  beneficiaries  receive  harmful  combinations  of  drugs. 


1.3.12  Other  Activities 

In  addition  to  the  activities  listed  above,  there  were  also  the  following  Operation  Restore  Tnist  activities 
in  South  Florida. 

•  HCFA  asked  the  peer  review  organization  to  review  the  appropnateness  of  transfers  from  an 
HMO  to  hospices.  Thirty  such  transfers  were  chosen  at  random,  and  50%  were  found  to  be 
inappropriate. 

•  The  Office  of  Audit  Services  identified  SI 4.8  million  in  alleged  and  possible  overpayments 
.     for  services  provided  by  a  Flonda  hospice  over  a  penod^of  about  five  years.  The  audit  was 

similar  to  those  discussed  at  greater  length  in  Section  1 .4  about  ORT  activities  in  Illinois.  As 
with  the  Illinois  audits,  the  Flonda  audit  began  by  identifying  beneficianes  in  the  hospice 
program  for  more  than  210  days.  (Eligibility  is  limited  to  beneficiaries  who  are  terminally 
ill  with  a  life  expectancy  of  less  than  six  months,  or  about  1 80  days.  Medicare  continues  to 
pay  for  individuals  who  live  beyond  six  months,  of  course.)  The  audit  found  that  Medicare 
beneficianes'  length  of  stay  in  the  hospice  averaged  92  days,  compared  with  59  days  for 
Medicare  hospice  beneficianes  nationwide. 

Of  the  364  beneficiaries  who  had  been  in  the  hospice  program  at  least  2 1 0  days,  the  audit  said 
176  were  ineligible  for  the  benefit  in  the  first  place.  It  recommended  that  the  intemiediary 
recover  S8.9  million  in  payments  for  these  beneficiaries.  For  another  118  beneficianes,  OAS 
said  it  was  unable  to  detemune  that  the  beneficianes  had  a  temunal  illness.  It  recommended 
that  further  medical  review  be  conducted  of  these  cases,  for  which  payments  totalled  Sd.9 
million. 


Letter  from  Paul  .Metzeer.  M  D  .of  Palmetto  Government  Betiefit.  Administrators,  July  12.  1996 
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1.4  Illinois 


1.4.1  Overview 
Organization  in  Region 

The  ORT  effort  is  "loosely"  organized  at  the  regional  office  level  in  Illinois.  A  steering  committee, 
composed  of  staff  from  AoA.  HCFA,  and  the  OIG.  tries  to  meet  (in  person  or  via  conference  call)  once 
a  month  to  develop/track  specific  ORT  projects/initiatives,  coordinate  outreach  activities,  and  plan  for 
other  upcoming  events.  Within  HCFA,  a  core  group  of  staff  members  meet  in  an  ad  hoc  fashion  to  do 
things  similar  to  the  steering  committee.  Within  the  OIG.  there  is  no  similar  within-agency  committee, 
but  it  was  evident  that  the  OIG's  three  components  had  worked  together  closely  on  the  major  hospice 
projects,  despite  the  fact  the  OAS  staff  who  conducted  the  audit  are  based  in  Spnngfield  instead  of 
Chicago. 

Across  both  Federal  and  state  agencies,  it  was  clear  thai  there  is  much  more  communication  and  more 
interest  in  collaborating  on  projects  and  initiatives  than  in  the  past.  Across  agencies,  staff  are  meeting  in 
ways  that  would  not  have  happened  before  ORT.  In  terms  of  outreach,  the  ,AoA  has  for  the  first  time 
included  healthcare  fraud  and  abuse  in  its  agenda,  and  has  worked  with  state  ombudsmen  and  aging 
network  staff  in  education  and  outreach  efforts  on  these  issues.  Within  at  least  the  Federal  agencies,  there 
is  evidence  of  more  frequent  use  of  Medicare  databases  and  operational  expertise  (whether  within  HCFA 
or  among  contractors)  for  developing  more  focused  studies  and  investigations  of  program  vulnerabilities. 

Major  ORT  Projects 

In  terms  of  the  target  group  of  providers  for  ORT.  hospice  providers  appear  to  be  the  provider  type  on 
which  most  of  the  ORT  resources  have  been  focused  in  Illinois.  All  three  operational  components  of  the 
OIG  in  Illinois  are  involved  to  some  degree  in  hospice  studies/investigations,  with  both  the  OAS  and  OEI 
engaged  in  major  audits  and  evaluations/inspections  of  both  high-cost  hospice  providers  as  well  as  how 
the  hospice  benefit  is  delivered  in  the  Medicare  program,  particularly  for  beneficiaries  residing  in  nursing 
facilities.  HCFA's  major  hospice  project  involves  expanding  the  scope  of  the  sur\ey  and  certification 
process  for  10  Illinois  hospice  providers.  There  has  been  active  collaboration  between  the  OIG,  its 
operational  components,  and  HCFA  staff  in  both  the  planning  and  implementation  stages  of  these  hospice 
projects.  In  addition  to  hospice,  HCFA  has  two  other  major  ORT  projects  involving  expanded  scope 
reviews/surveys  of  home  health  agencies  and  of  durable  medical  equipment  supplied  to  nursing  facilities. 
The  design  of  both  projects  are  fairiy  similar  to  that  of  the  hospice  project.  The  AoA's  major  ORT 
initiatives  involve  close  coordination  with  state  officials  in  holding  training  meetings  on  fraud  and  abuse 
for  ombudsmen  and  aging  network  provider  staff  throughout  Illinois.  .Ao.A  has  also  published  a  large-pnnt 
brochure  for  beneficiaries  on  Medicare/  Medicaid  fraud  and  abuse  and  arranged  for  the  OIG.  HCF.A  and 
Medicare  contractor  staff  to  address  various  meetings  of  senior  groups  throughout  the  state  to  promulgate 
the  message  on  how  to  spot  and  where  to  report  suspected  fraud  and  abuse  situations. 

Did  ORT  Begin  Late  in  Illinois? 

Data  analysis  of  the  OIG's  case  investigation  management  system  (CIMS)  in  Appendix  6  of  this  report 
shows  Illinois  trailing  other  ORT  regions  in  the  number  of  cases  opened  dunng  the  ORT  demonstration. 
In  response  to  this  finding,  dunng  our  final  interviews  for  the  evaluation  in  June  1997.  we  asked  HCFA 
and  the  three  major  component  agencies  within  the  OIG  if  they  believed  they  got  off  to  a  late  start  in  the 
demonstration,  and,  if  so,  whether  there  were  particular  factors  unique  to  Illinois  or  the  Regional  Office 
that  accounted  for  this  late  start  or  low  case  numbers.  Within  the  OIG.  neither  OAS  nor  OEI  felt  they 
began  the  demonstration  late;  for  that  matter,  neither  did  the  OI.  However,  the  01  felt  that  the  low  case 
numbers  in  Illinois  may  have  been  a  byproduct  of  the  total  number  of  agents  in  Illinois  relative  to  most 
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other  regions.  All  told.  01  in  Illinois  had  only  13  agents  as  of  October  1996.  as  opposed  to:  25  m 
California;  15  in  Flonda:  17  in  New  York:  and  13  in  Texas.  .Although  these  were  not  all  detailed  to  work 
on  ORT  cases,  over  all  ORT  regions,  the  01  in  Illinois  and  Texas  had  a  smaller  pool  of  agents  than 
California.  Flonda.  and  New  York  from  which  to  assign  agents  to  the  ORT  project. 

HCFA's  response  to  this  question  was  much  more  detailed  and  showed  signs  of  considerable  reflection. 
It  agreed  that  perhaps  it  was  not  as  aggressive  when  the  demonstration  began  as  other  regions  and 
attributed  this  slow  beginning  to  a  number  of  factors  both  internal  and  external  to  its  regional 
organizational  structure.  Internal  factors  cited  included: 

a  change  in  leadership  for  the  ORT  effort  within  HCFA  Region  5  dunng  the  early  months  of 
the  demonstration.  The  person  who  was  the  original  HCFA  lead  for  the  demonstration 
through  September  1995  was  approaching  retirement  and  perhaps  was  less  aggressive  in 
developing  an  initial  action  plan  than  the  HCFA  leads  in  other  regions.  The  second  ORT  lead 
person  was  not  as  familiar  with  the  Medicare  program  and  the  relevant  fraud  and  abuse  issues 
so  there  needed  to  be  an  education  period. 

within  the  region,  no  HCFA  staff  was  dedicated  100  percent  to  the  ORT  effort  as  occurred 
in  California  and  Florida; 

•  HCSC.  an  important  Medicare  carrier  and  intermediary  in  the  region,  underwent  a  major 
reorganization  with  heavy  staff  turnover  dunng  ORT,  so  it  was  not  always  easy  to  coordinate 
activities  when  HCFA  was  ready  for  HCSC  participation.  This  was  particularly  relevant 
since  most  of  HCFA's  major  projects  involved  expanded  scope  surveys  of  providers,  which 
required  the  contractor  to  provide  data  for  the  provider  selection  process,  to  train  the 
surveyors  on  benefits,  coverage,  and  medical  necessity  issues,  to  review  the  findings  of  the 
surveys  and  to  decide  on  appropnate  remedial  actions,  if  any. 

The  external  factors  cited  by  HCFA  were  threefold.  First,  it  pointed  out  that  on  many  of  the  benchmark 
cost  and  utilization  measures  used  by  ORT  to  target  providers  for  demonstration  activities,  Illinois 
providers  were  usually  at  or  below  national  norms  as  opposed  to  providers  in  other  regions.  This  was 
particularly  true  for  home  health  agency  providers,  but  also  applied  to  a  lesser  extent  to  most  of  the  other 
ORT  provider  types.  The  second  external  factor  cited  by  HCFA  was  the  historically  thorough  approach 
of  the  State  survey  agency  and  its  staff  of  surveyors  towards  conditions  of  participation  (COP)  and  quality 
of  care  reviews  of  providers,  particularly  HHAs.  Due  to  the  State  Agency 's  past  aggressive  posture  in  the 
survey  process  and  being  onsite  on  a  regular  basis,  there  was  perhaps  less  opportunity  for  providers  to 
abuse  the  billing  system  and  violate  the  conditions  of  participation  compared  to  other  regions.  Third. 
HCFA  believes  that  because  it  and  the  State  Agency  followed  mandated  survey  protocol,  its  results  may 
have  been  minimized. 

In  the  remainder  of  this  appendix,  we  discuss  the  major  ORT  projects  in  roughly  their  order  of  importance 
within  each  agency. 

1.4.2  OIG  ORT  Projects 
The  OAS  Hospice  Project 

This  study  began  in  the  summer  of  1995  with  the  goal  of  examining  whether  beneficiaries  enrolled  in 
specific  hospices  in  Illinois  and  other  states  satisfied  Medicare's  eligibility  requirements  for  the  benefit. 
Essentially,  these  eligibility  requirements  are  twofold:  1 )  that  beneficiaries  have  a  terminal  illness;  and  2) 
that  they  have  a  life  expectancy  of  six  months  of  less,  as  determined  by  the  patients'  attending  physician, 
or,  in  the  absence  of  such  physician,  by  a  physician  representing  the  hospice. 
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In  addition  to  the  eligibility  issues.  OAS  also  looked  at:  1 )  the  marketing  practices  ot  hospice  providers 
and  how  referrals  were  obtained  for  patients,  and  2)  the  contracting  relationships  of  hospice  providers  to 
other  provider  types  to  distinsuish  between  serx  ices  provided  directly  by  the  hospice  versus  those  provided 
under  contract,  and  to  identify  any  possible  questionable  or  unlawful  business  relationships  in  these 
contracting  arrangements. 

This  project  grew  out  of  an  earlier  study  of  hospice  in  Puerto  Rico  which  found  a  significant  number  of 
non-terminally  ill  beneficianes  had  been  enrolled  in  hospice  programs  there.  To  begin  the  study.  OAS 
reviewed  data  provided  by  HCFA  central  office  on  hospices  with  the  largest  number  of  beneficianes  with 
stays  over  210  days  (i.e.,  30  davs  more  than  the  six-month  life  expectancy  that  qualifies  a  beneficiary  for 
hospice  care),  It  then  selected  12  hospices  with  a  large  number  of  long-term  care  beneficianes  (i.e..  stays 
exceeding  210  days):  six  of  these  hospices  belonged  to  a  national  hospice  chain.  This  other  six  hospices 
were  located  in  four  of  the  five  ORT  states. 

For  this  project.  OAS  employed  the  following  techniques  in  conducting  the  audits: 

.  conducted  a  detailed  profiling  analysis  of  Common  Working  File  (CWF)  records  of 
beneficianes  in  these  hospices  to  draw  the  sample  of  patients  for  the  medical  record  review. 

•  an  on-site  audit  of  financial  records  and  contracting  an-angements  at  the  home  office  of  each 
hospice; 

.  the  collection  of  copies  of  the  medical  records  of  a  sample  of  beneficianes  at  each  hospice 
for  review  by  physicians  provided  by  the  Peer  Review  Organization  (PRO)  of  the  respective 
state  where  the  hospice  was  located-  and 

.  the  review  of  sample  hospice  beneficianes"  medical  records  by  PRO  physicians  to  make  an 
independent  detennination  of  beneficiary  eligibility  and  to  identify  other  possible  abuses  of 
the  hospice  benefit. 

The  major  findings  of  the  audits  include: 

.  About  65  percent  of  lons-stav  beneficianes  whose  medical  records  were  reviewed  by  PRO 
physicians  were  found  to  be  ineligible  for  the  hospice  benefit  based  on  infomiation  contained 
in  the  medical  record. 

.  Approximately  $83  million  in  claims  was  paid  by  Medicare  for  hospice  benefits  for  these 
ineligible  beneficiaries. 

.  Patients  were  not  getting  the  type  of  palliative  care  they  needed  from  the  hospice.  Over  60 
percent  of  patients  were  in  nursing  homes  and  were  being  treated  for  chrome  instead  of 
terminal  conditions. 

.  Sales  pitches  are  made  either  directly  to  beneficianes  or  to  their  families  and  generally  not  to 
the  patients-  attending  physicians.  Family  physicians  tend  to  follow  the  wishes  of  their 
patients. 

An  important  byproduct  of  these  audits  has  been  the  referral  of  four  cases  to  the  01  for  further 
investigation  The  01  Chicago  RO  assigned  these  cases  to  its  Southern  Illinois  field  office  in  Fairview 
Heichts  IL  just  outside  St.  Louis.  MO.  This  office  was  funded  entirely  by  ORT.  It  will  also  remain  ,n 
place  after  ORT  ends.  01  agents  are  working  with  OAS  auditors  in  conducting  further  investigations  of 
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the  Chain's  practices.  To  date  an  01  agent  and  OAS  auditor  have  made  tnps  to  various  states  to  inter,  iew 
referring  physicians  and  perform  more  extensive  review  of  hospice  records.  In  December  1996.  OAS 
prepared  a  rollup  report  on  these  12  hospice  audits  entitled.  "Hospice — .A  Program  at  Risk"  (A-05-96- 
0023).  The  report  identified  the  systemic  problems  found  in  the  audits  and  is  currently  bemg  reviewed 
by  HCFA. 

Other  features  of  this  project  not  addressed  above  are  listed  below  by  category. 

•  Participants:  The  lead  agencies  were  OAS  for  audits  and  01  for  the  subsequent 
investigation.  Other  participants  included  HCFA  central  office  (for  hospice  length  of  stay 
data),  and  several  state  PROs. 

•  Timing:  The  project  started  in  July  1995  and  while  the  audit  portion  was  completed  in 
December  1996  with  the  OAS  Rollup  Report;  the  investigation  phase  is  continuing.  01  plans 
to  interview  other  refemng  physicians  for  hospice  enrollees  soon.  The  U.S.  Attorney's  Office 
has  expressed  interest  in  the  case  involving  the  national  chain  hospices  but  hasn't  decided 
whether  to  handle  on  a  civil  or  cnminal  basis.  In  addition,  there  may  be  spinoff  projects 
(audits,  investigations,  etc.)  similar  to  this  project  initiated  by  OAS/OI  after  ORT. 

•  Resources:  Through  November  1 996,  OAS  has  used  about  S40K  of  ORT  travel  funds  and 
01  has  spent  about  S 1  OK  in  ORT  travel.  01  was  able  to  hire  4  new  agents  in  the  region  under 
ORT:  one  new  agent  in  particular  has  spent  probably  80  percent  of  his  time  on  this  case.  This 
agent  is  located  in  the  southern  Illinois  field  office  which  itself  was  opened  with  ORT  money. 
PROs  in  various  states  were  used  for  review  of  hospice  beneficiary  medical  records. 

•  Pre/Post  ORT  Resource  Comparison:  If  OAS  had  to  take  S40K  travel  out  of  its  non-ORT 
annual  travel  budget  of  S240K,  it  would  have  been  a  sizeable  portion  of  its  annual  travel 
budget.  It  probably  would  have  asked  other  OAS  regions  to  perform  the  audits  of  the  Chain's 
hospices  in  other  states.  Other  regions  probably  would  not  have  given  these  audits  high 
priority  and  the  experienced  staff  and  attention  that  Illinois  RO  was  able  to  do. 

Process:  If  the  issue  of  questionable  admissions  to  hospices  had  come  up  pre-ORT,  OAS 
would  not  have  even  talked  to  01  on  its  findings  as  it  did  on  this  case.  They  would  have  been 
fearful  that  01  would  get  all  the  credit  for  the  case.  Now  there  is  a  feeling  of  mutual  trust 
whereby  both  components  can  share  in  the  credit.  Nor  would  OAS  and  01  agree  to  allow 
their  auditors  and  agents  to  work  together  in  performing  joint  audits/investigations  in  the  field 
as  happened  in  this  project.  Another  unusual  aspect  of  this  project  was  that  both  OAS  and 
01  went  outside  their  region  to  perform  audits  and  investigations,  something  that  never  would 
have  occurred  pre-ORT.  Without  ORT.  coordination  of  both  audits  and  investigation>  by  a 
single  region  would  not  have  occurred,  and  the  conduct  (and  possibly  outcomes )  of  both  these 
functions  would  probably  have  been  inferior  due  to  using  different  auditors  and  agents  in  the 
case.  Without  ORT,  they  probably  would  not  have  gotten  much  cooperation  from  HCFA  in 
using  PRO  physicians  for  medical  reviews. 

•  Effects:  The  important  long-term  impact  of  this  project  is  that  the  OIG  probably  identified 
a  systemic  problem  in  the  hospice  benefit  in  its  early  stage.  There  is  some  early  evidence  (in 
recent  hospice  utilization  history)  that  hospices  have  heard  about  this  and  the  OIG's  other 
related  studies  and  have  begun  discharging  their  long-stay  ineligible  enrollees.  OAS  plans 
to  review  the  enrollment  statistics  of  two  of  the  largest  hospices  in  the  post-ORT  period  to  see 
if  this  trend  has  continued. 
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The  01  Hospice  Project 

This  project  began  in  October/November  1995  when  the  FBI  and  the  Assistant  U.S.  Attorney's  office 
approached  the  01  about  a  complaint  they  received  from  a  prospective  hospice  buyer  that  it  appeared  the 
hospice  was  inflating  its  patient  census  counts,  as  reported  on  its  hospice  CAP  report,  to  enhance  its 
revenue.  In  these  reports,  hospice  providers  are  required  to  report  their  total  Medicare  patient  census  each 
year  and  calculate  whether  or  not  they  exceeded  the  payment  ceilings  Medicare  sets  for  these  aggregate 
patient  counts  on  a  level  of  care-specific  basis. 

01  investigated  this  case  and  found  that  the  provider  had  indeed  falsified  its  CAP  report.  It  also  discovered 
that  the  RHHI  for  this  hospice,  HCSC,  had  not  been  verifying  the  patient  census  counts  on  CAP  reports 
from  hospice  providers.  At  the  request  of  the  FBI.  OAS  performed  an  eligibility  review  of  this  hospice 
and  found  that  95  percent  of  patients  were  ineligible,  representing  a  total  overpayment  of  about  SI  1 
million.  The  FBI  and  USAO  are  currently  pursuing  further  action  on  this  hospice  provider. 

As  a  result  of  the  case,  01  also  performed  a  preliminary  investigation  of  the  CAP  reporting  practices  of 
the  9  other  largest  hospices  in  Illinois.  It  also  alerted  HCFA  about  HCSC's  failure  to  verify  the  accuracy 
of  CAP  report  data.  OI's  review  of  the  reporting  practices  of  these  9  providers  is  ongoing,  but  to  date,  has 
not  indicated  that  CAP  reporting  irregularities  are  a  widespread  problem.  To  date.  HCF.A  has  found  that 
its  other  RHHls  have  been  cross-checking  CAP  report  data  with  providers'  claims  data.  Needless  to  say, 
since  this  project  began,  HCSC  has  since  begun  performing  similar  venfications. 

The  OEI  Hospice  Project 

Region  V  OEFs  major  ORT  project  is  a  Study  of  Hospice  Serx'ices  to  Patients  of  Nursing  Homes.  The 
origins  of  this  study  were  a  senes  of  studies  on  the  interaction  of  the  hospice  and  nursing  home  benefits 
of  the  Medicare/Medicaid  programs  performed  just  before  ORT  began  in  early  1995  by  the  Dallas  RO  staff 
of  OEI.  This  study  was  also  infiuenced  by  the  fact  that  OAS  staff  in  the  Chicago  RO  were  also  doing  a 
hospice  project.  Although  focused  on  eligibility,  the  OAS  study  had  found  a  significant  number  of 
hospice  patients  were  residing  in  nursing  homes,  OEI  felt  their  project  was  a  good  complement  to  OAS" 
hospice  project  and  a  good  follow-on  to  the  earlier  Puerto  Rico  and  Dallas  studies. 

Before  discussing  the  issues  examined  in  the  study  and  OETs  methodology  for  collecting  data  for  analysis, 
a  brief  review  of  how  the  hospice  and  nursing  home  benefits  interact  is  appropnate. 

When  a  hospice  patient  is  residing  in  a  nursing  facility  (NF).  Medicare  pays  the  hospice  a  fixed  amount 
for  each  day  that  the  patient  is  under  its  care.  In  addition,  when  eligible  Medicare/Medicaid  NF  patients 
elect  to  receive  hospice  care,  the  State  Medicaid  program  will  discontinue  payment  to  the  NF  and  make 
pavments  to  the  hospice  for  those  days  when  either  routine  home  care  or  continuous  home  care  was 
provided  by  the  NT.  The  State  must  pay  the  hospice  a  minimum  of  95^f  of  the  NF  per  diem  rate  and  the 
hospice  must  then  pay  the  nursing  home  for  providing  room  and  board  for  the  hospice  patients.  The  OEI 
study  planned  to  examine  the  types  of  services  offered  by  both  types  of  providers  and  the  financial  and 
billing  arrangements  involving  these  service  provisions  by  these  providers. 

It  is  important  to  emphasize  that  all  evaluations  and  inspections  performed  by  OEI,  whether  at  its  central 
office  or  in  its  regional  offices  are  national  level  studies.  This  held  true  for  the  hospice  study  as  well. 
Thus.  OEI  used  HCFA's  national  provider  database  (OSCAR)  to  select  samples  of  hospices  on  six  strata. 
5  representing  the  five  ORT  states  and  the  6th  stratum  representing  all  other  non-ORT  states.  From 
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OSCAR,  it  selected  a  random  sample  of  6  hospices  from  each  of  the  strata,  or  36  hospice  providers  m 
total.  It  then  consulted  with  HCFA.  OAS.  and  the  01  to  eliminate  any  hospices  that  were  being 
studied/investigated  by  those  other  agencies.  This  consultation  process  reduced  the  sample  to  3 1  hospices; 
OEI  then  used  DSAF  to  access  HCFA's  statistical  files  to  obtain  a  census  of  Medicare  patients  for  each 
hospice  in  December  of  1995.  It  then  asked  each  hospice  to  identify  which  of  its  Medicare  patients  were 
residing  in  nursing  facilities  in  December  1995.  OEI  then  identified  up  to,  but  not  exceeding.  35  NF 
residents  of  each  hospice  for  whom  to  collect  the  followmg  documents  from  either  the  hospice  or  the  NF: 

•  Patient's  plan  of  care  from  hospice 

•  Patient's  election  form  for  hospice  benefit 

•  Copy  of  agreements  between  nursing  facilities  and  hospices  regarding  patient  care 

•  Patient's  medical  records  from  nursing  facility.  This  included  two  months  of  information 
before  the  patient's  selection  of  the  hospice  benefit. 

•  Patient's  medical  records  from  the  hospice 

•  Copy  of  agreements  between  nursing  facility  and  hospice  regarding  payments 

•  Copy  of  disbursements  to  nursing  facility  by  the  hospice 

•  Copy  of  receivables  from  the  hospice  and  the  nursing  facility 

In  addition.  OEI  also  consulted  with  state  Medicaid  agencies  for  information  on  how  payments  are  made 
for  NF  patients  who  elect  the  Medicare  hospice  benefit,  and  with  the  National  Hospice  Organization  to 
discuss  its  eligibility  guidelines  for  enrollment  of  patients  into  hospice  programs.  OEI  used  these 
guidelines  in  examining  the  eligibility  issue  in  the  study.  OEI  staff  also  conducted  on-site  visits  to  21 
hospices  and  72  nursing  facilities  in  the  five  ORT  states  to  gather  their  perspectives  on  the  interaction  of 
the  hospice  and  nursing  home  benefits. 

The  formal  list  of  agencies  who  participated  or  were  consulted  in  the  study  would  include  AoA,  HCFA 
{central  and  regional  office),  01,  OAS,  the  FBI,  State  Medicaid  agencies  and  survey  organizations,  and 
a  Medicare  Peer  Review  Organization  (PRO)  with  which  OEI  contracted  to  review  sample  patients' 
medical  records  from  both  the  hospice  and  the  nursing  facility.  Prior  to  ORT.  such  extensive  consultation 
would  not  have  occurred.  But  for  this  study,  the  other  agencies  were  available  because  of  ORT  and 
because  most  of  them  were  also  doing  work  on  the  hospice  benefit.  For  example,  OEI  staff  in  Region  V 
attended  the  training  sessions  for  Federal  surveyors  that  HCFA  provided  as  part  of  its  own  hospice  project. 
Expanded  Scope  Hospice  Surveys.  The  availability  of  ORT  funds  enabled  OEI  to  pay  the  PRO  about 
SI  2.000  to  review  the  hospice/NF  medical  records  of  sample  beneficianL.>. 

As  noted  earlier,  the  project  began  in  November  1 995  with  the  selection  of  the  issues  of  the  study.  OEI 
encountered  some  delays  due  to  two  major  factors:  1 )  the  two  Federal  furloughs  in  the  fiscal  year  1996 
period;  and  2)  problems  in  collecting  the  documents  from  the  hospices  and  nursing  facilities  included  in 
the  sample.  All  told,  the  project  took  about  18  months  to  complete. 
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Three  major  reports  have  now  been  issued  on  OEI's  findings  from  the  inspection: 

•  An  early  alen  to  HCFA  on  the  interaction  of  the  hospice/nursing  home  benefit  issued  October 
16,  1996; 

•  A  draft  report  on  the  eligibility,  services,  and  growth  issues  issued  in  April  1997;  and 

•  A  working  draft  repon  on  the  contractual  relationship  issue  also  issued  in  April  1997. 

Since  the  two  major  reports  of  the  study  are  in  draft  form  and  are  presently  being  revised,  it  is  not 
appropnate  to  report  their  specific  findings  at  this  time.  However,  based  on  preliminary  analysis  of  data 
received  from  its  medical  reviewers.  OEI  projected  nationally  that  in  December  1995; 

•  Nineteen  percent  of  patients  receiving  hospice  services  in  nursing  facilities  did  not  qualify 
for  the  benefit;  and 

•  the  majority  of  hospice  patients  residing  in  nursing  facilities  (74%)  did  not  receive  palliative 
services.  Rather,  they  received  routine  nursing  care. 

OEI  estimated  that  Medicare  paid  SI  5.4  million  for  hospice  services  to  nursing  facility  patients  dunng  the 
month  of  December  1995.  This  would  lead  to  an  annual  estimate  of  approximately  SI  85  million  for  this 
population.  OEI's  total  costs  for  this  project  used  about  S27,000,  including  $16,000  for  medical  review 
by  the  PRO  and  SI  1 ,000  for  travel  to  the  provider  sites. 

1 .4.3     Other  ORT  Projects/Initiatives  of  the  OIG 

As  noted  above,  the  Office  of  Investigations  is  heavily  involved  in  the  investigations  which  resulted  from 
the  OAS  Hospice  Project.  In  addition,  the  01  has  also  played  an  active  role  in  the  AoA  outreach  and 
training  endeavors  and  in  many  of  HCFA's  ORT  initiatives. 

01  also  used  ORT  funds  to  open  opened  a  new  investigations  sub-office  in  Fairview  Heights.  IL.  This  new 
office  in  southern  Illinois,  just  outside  St.  Louis,  opened  m  Februar>'  1996  and  will  support  investigations 
and  prosecutions  of  the  U.S.  Attorney  for  the  Southern  Distnct  of  Illinois.  In  response,  the  USAO  has 
spon-^ored  a  new  Health  Care  Fraud  Task  Force  with  members  representing  the  FBI,  Postal  Inspection 
Service  Defense  Criminal  Investigation  Service,  Medicaid  Fraud  Control  Unit  as  well  as  the  OIG.  Several 
coordinated  investigations  are  already  underway  by  this  task  force.  The  sub-office  is  manned  by  2  new 
01  asents  hired  under  ORT  and  one  experienced  senior-level  agent.  About  \009c  of  the  new  agents  and 
between  70-759c  of  the  expenenced  aaenfs  work  relates  to  ORT  matters.  This  office  also  helps  in 
collecting  data  for  audits/studies  being  peri-ormed  by  other  OIG  components,  particularly  OAS.  whose 
regional  offices  are  close  by,  in  Springfield,  IL. 

There  are  three  federal  judicial  districts  in  Illinois  which  from  north  to  south  represent  some  interesting 
demographic  contrasts  with  the  north  heavily  urban  and  the  south  rural  and  agranan.  According  to  01 
sources,  to  some  extent,  this  demographic  diversity  also  earned  over  to  the  emphasis  placed  on  pursuing 
healthcare  fraud  cases,  at  least  in  the  pre-ORT  period. 

Under  ORT  the  agency  has  hired  four  new  agents,  an  increase  from  3  to  7.  It  has  also  helped  generate 
referrals,  by  increasing  the  "mindset  on  fraud  and  abuse."  OI  is  a  profit  center,  which,  even  without  ORT. 
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had  a  7-1  ratio  of  col!ections-to-expenditures.  The  01  office  is  nowhere  near  the  point  of  diminishing 
marginal  returns  on  fraud  investigations,  with  only  25  agents  (who  handle  3-5  cases  typically)  covenng 
8  states. 

ORT  has  had  an  effect  on  the  agency's  operations.  There  is  a  "neu  relationship"  between  01  and  the  other 
OIG  components,  leading  to  a  less  formal  process  and  more  effective  feedback.  Also,  there  has  been  a 
"breaking  down"  of  "turf  issues,"  and  more  of  a  "fnendly  nvalry."  OIG  agencies  share  ideas  and 
communicate  more,  and  this  increased  communication  is  "invaluable"  and  a  "significant  change."  Most 
of  the  01  staff  lack  programmatic  backgrounds,  but  ORT  has  given  them  a  chance  to  "sit  down  with 
auditors"  and  grasp  the  program. 

Under  ORT,  01  is  working  more  complex  cases.  An  example  of  this  is  the  home  health  case.  The  cases 
are  more  likely  to  involve  national  providers  and  multiple  plaintiffs,  cases  that  01  may  have  "shied  away" 
from  in  the  past. 

The  national  hospice  case  which  emerged  from  the  OAS  Hospice  Project  is  OI's  major  ORT  case,  and  may 
produce  between  S60-S80  million  in  recovenes.  The  OI's  hospice  project  involving  CAP  reporting 
practices  of  two  large  Illinois  hospices  also  required  a  lot  of  OI's  resources.  OI's  other  major  case  under 
ORT  was  an  investigation  of  a  DME  supplier  in  Michigan  who  was  providing  incontinent  care  kits  free 
to  nursing  homes  in  Illinois,  Michigan,  and  other  states  and  then  billing  Medicare  Part  B  for  these  products 
under  incorrect  procedure  codes  (i.e.,  since  the  kits  are  not  covered  by  Part  B,  the  supplier  was  calling  the 
product  something  else  that  was  covered).  Investigation  uncovered  between  $25-$30  million  in 
overpayments  for  these  false  claims.  This  case  was  very  unusual  for  two  reasons:  1 )  01  and  the  USAO 
in  Michigan  were  able  to  obtain  a  RICO  indictment  against  the  owner;  and  2)  without  ORT  travel  funds, 
the  case  may  have  died  because  investigations  had  to  be  conducted  in  a  number  of  states  in  the  region. 
01  received  assistance  from  its  agents  in  Missouri  and  several  other  offices  in  these  multi-state 
investigations.  The  status  of  the  criminal  case  is  that  the  owner  and  his  daughter  were  convicted  and 
together  received  a  5-year  jail  sentence.  Five  others  have  also  been  convicted  in  this  case.  In  addition, 
they  are  liable  for  SI  1  million  in  restitutions.  Meanwhile,  the  civil  case  has  yet  to  be  decided. 

1.4.4     HCFA  ORT  Activities 

HCFA's  major  ORT  projects  include  the  expanded  reviews  of  HHAs  and  hospices,  reviews  of  DME 
suppliers  in  nursing  facilities,  and  the  development  of  a  document  for  surveyors  to  use  in  the  field  to 
understand  program  integrity  issues  and  to  report  suspected  problems. 

HHA  Surveys 

HCFA  conducted  20  expanded  reviews  of  home  health  agencies  under  ORT.  These  program  integrity 
reviews  were  done  in  conjunction  with  the  annual  certification  sun.'eys  by  surveyors  from  the  Illinois 
Department  of  Public  Health.  This  project  grew  out  of  the  HHA  reviews  that  were  conducted  by  the 
Dallas  RO  ORT  team.  The  Illinois  protocol  was  based  on  the  Texas  protocol  but  it  was  greatly  revised 
by  Chicago  RO  staff. 

Before  the  actual  project  was  conducted,  two  pilot  HHAs  were  reviewed  in  September  1995.  A  Federal 
surveyor  accompanied  the  Department  of  Public  Health  surveyors  on  these  reviews.  As  a  result  of  these 
pilot  reviews,  the  data  collection  instrument  underwent  major  revisions,  as  did  the  methods  for  copying 
of  documents. 
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Pnor  to  conducting  the  twenty  HHA  reviews,  a  two-day  training  session  for  seven  sur\evors  and  four 
supervisors  from  the  Department  of  Public  Health  was  held  in  March  1996.  Training  covered  Medicare 
bill  payment  and  coverage  requirements.  Medicaid  HHA  coverage,  and  the  sur\ey  protocol.  In  addition 
to  the  State  staff,  one  RO  surveyor  accompanied  the  surveyors  on  three  reviews. 

The  selection  of  providers  to  be  surveyed  was  based  on  several  data  sources.  Health  Care  Service 
Corporation  (HCSC),  the  RHHI  for  Illinois,  ranked  the  295  HHAs  for  which  it  was  the  RHHI  by  three 
utilization  measures  for  the  second  half  of  calendar  year  1995:  total  dollars  paid,  total  dollars  paid  per 
beneficiary  and  number  of  visits  billed  per  beneficiary. 

Using  this  information,  as  well  as  information  from  the  Illinois  departments  of  Public  Aid  and  Public 
Health,  HCFA  developed  a  list  of  providers  for  possible  inclusion  in  the  project.  From  this  list,  the  Illinois 
State  Survey  Agency  chose  20  providers  that  were  scheduled  for  a  regular  certification  survey  in  the 
second  half  of  fiscal  year  1996. 

Issues  examined  in  the  ORT  portion  of  the  survey  were  similar  to  those  examined  by  the  Dallas  team: 

•  whether  the  beneficiary  was  homebound; 

•  whether  there  was  inappropriate  billing  of  supplies; 

•  whether  services/supplies  billed  were  provided  or  excessive. 

After  the  HHAs  were  selected,  HCFA  collected  three  months  of  Medicare  A,  DMEPOS,  and  Medicaid 
claims  data  for  20  high-risk  beneficiaries  for  each  HHA  from  HCSC,  the  DMERC,  and  the  State  Medicaid 
agency.  From  these  20  beneficiaries,  the  State  surveyors  were  to  select  10  beneficiaries  in  each  agency 
for  home  visits.  Because  the  10  beneficiaries  had  usually  received  HHA  serv  ices  for  extended  penods  of 
time,  these  beneficiaries  did  not  meet  the  case  mix  selection  criteria  for  the  standard  certification  sample 
and  subsequently  were  added  onto  the  routine  survey  sample.  The  surveyors  also  conducted  a  review  of 
the  medical  records  of  these  beneficiaries  at  each  agency. 

All  20  HHA  surveys  had  been  completed  by  the  end  of  1996.  Under  the  protocol  for  the  HHA  project, 
after  each  agency  site  visit  and  the  completion  of  home  visits  to  10  patients  of  each  agency,  surveyors  were 
to  turn  over  their  findings  to  HCSC.  HCSC  would  review  the  results  and  submit  a  Plan  of  Action  for  each 
agency  based  on  this  review.  Generally,  these  plans  called  for  one  of  four  steps:  provider  education; 
focused  medical  review;  comprehensive  medical  review;  or,  refertal  to  OIG  for  possible  civil  or  cnminal 
violations  of  Medicare  laws  and  regulations.  After  reviewing  the  results  of  the  surveys,  HCSC  has  taken 
the  following  actions  on  the  20  HHAs:  4  HHAs  received  provider  education:  8  HHAs  were  placed  on 
focused  medical  review;  and  8  HHAs  received  comprehensive  medical  reviews.  For  this  latter  group, 
HCSC  has  identified  over  5777,000  in  overpayments,  of  which  close  to  5270.000  has  been  recovered  to 
date.  In  addition,  through  April  1997,  HCSC  has  denied  5154,61 1  in  claims  from  prepay  edits  developed 
from  the  project. 

The  determinations  that  HCSC  made  based  on  the  surveyor  findings,  although  no  acmal  actions  were  taken 
on  these  specific  findings,  included  problems  in  four  main  categories:  overutilization  of  services; 
medically  unnecessary  services  (i.e.,  patients  receiving  skilled  nursing  visits  when  this  type  of  care  was 
not  supported  in  the  medical  record  or  by  actual  observation  of  patient  status);  stabilization  of  the  patient; 
and  problems  with  homebound  status.  As  a  result  of  the  surveyor  reviews,  a  few  providers  were  referred 
to  the  contractor's  fraud  units  for  follow-up. 
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According  to  HCFA.  the  entities  which  panicipaied  in  either  the  planning,  training,  data  collection,  or  field 
work  component.s  of  this  project  included  the  Medicare.  Medicaid,  and  HSQB  di\  isions  of  HCFA.  as  well 
as  the  Office  of  the  Regional  Administrator,  the  Illinois  State  Sur\'ey  Agency,  the  State  Medicaid  Agency. 
HCSC  (the  RHHI  for  Illinois),  and  AdminaStar  Federal,  the  DMERC  for  Illinois. 

The  total  costs  for  the  State  Survey  Agency  to  conduct  the  20  reviews  was  S52.889.  If  this  ORT  money 
wasn't  available,  HCFA  doubts  the  State  Survey  Agency  would  have  agreed  to  perform  the  additional 
work  (beyond  their  regular  survey/certification  responsibilities)  involved  in  the  expanded  scope  surveys. 
HCFA  also  bought  2  PCs  and  one  printer  (no  costs  available)  and  paid  a  little  more  than  S300  in  express 
mail  charges  to  get  RHHI  and  DMERC  claims  data  to  the  surveyors  before  each  survey. 

Hospice  Surveys 

HCFA  chose  to  conduct  expanded  reviews  of  hospices  for  two  reasons.  First,  it  felt  that  using  surveyors 
to  perform  program  integrity  work  was  efficient  and  effective.  Second,  HCFA  believed  these  reviews 
would  contribute  to  the  hospice  work  of  the  OIG  in  the  region. 

The  expanded  scope  surveys  of  hospice  providers  was  designed  in  a  fashion  similar  to  the  HHA  surveys, 
with  the  following  major  exceptions; 

•  Federal  (HCFA  HSQB)  instead  of  State  surveyors  were  involved  in  these  reviews.  1 

•  Field  work  review  was  done  of  the  medical  records  of  15  high-nsk  beneficianes  (identified 
again  by  HCSC)  at  10  hospice  providers;  for  8  of  these  15  beneficiaries,  surveyors  also  had 
to  interview  either  the  enrollee.  caregiver,  or  a  family  member. 

•  Only  one  indicator  was  used  to  rank  providers  (average  cost  per  beneficiary). 

•  The  providers  were  selected  based  on  the  rankings,  no  conflict  with  a  known  OIG  study,  and 
geographic  representation. 

•  These  reviews  were  not  conducted  in  conjunction  with  a  certification  survey  unless  surveyors, 
once  on  site,  believed  that  one  was  warranted. 

This  project  started  in  April  1996  and  field  work  was  completed  in  September  1996.  Staff  from  HCSC 
participated  in  some  of  the  field  visits  for  this  project.  In  addition  to  hospice  claims  data  from  HCSC, 
claims  data  for  selected  high  nsk  beneficiaries  was  also  obtained  from  the  Slate  Medicaid  agency  and  from 
the  DMERC. 

The  major  types  of  problems  identified  by  the  surveyors  and  contractor  include;  beneficiaries  enrolled  in 
hospice  programs  with  non-terminal  conditions:  issues  related  to  lengths  of  stay  of  more  than  210  days; 
and  possible  forced  revocation/discharge  of  patients  in  the  fourth  benefit  period.  There  were  also  a  few 
hospices  that  billed  for  services  based  on  a  main  office  location  when  services  were  delivered  far  from  that 
location.  The  surveyors  also  found  little  evidence  that  hospice  services  added  to  the  services  provided  to 
beneficiaries  in  nursing  homes. 

HCSC's  review  of  the  findings  from  this  project  led  to  the  following  plans  of  actions  involving  the  10 
hospices:  1  provided  received  education:  3  received  focused  medical  review;  4  were  referred  to  the  OIG: 
and  2  received  a  comprehensive  medical  review.  For  the  latter  two  providers,  a  combined  overpayment 
of  571,000  has  been  calculated  by  HCSC.  of  w  hich  no  funds  have  been  recovered  as  of  the  date  of  this 
report.  HCSC  implemented  global  edits  based  on  the  hospice  findings. 
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Toward  the  end  of  the  demonstration,  the  HCFA  RO  sponsored  two  conferences,  m  addition  to  the 
surveyor  training  conference  in  March  1997.  to  promulgate  the  findings  of  the  HH.-Vhospice  survess  to 
appropriate  stakeholder  groups.  The  first  was  held  in  Februar>'  1997  where  the  topic  was  primanly  the 
findings  from  the  hospice  surveys  to  an  audience  of  about  100  AoA.  HCFA.  OIG.  state  sur%ey  and 
Medicaid  agency,  and  Medicare  contractor  representatives  from  across  the  country.  The  second  was  held 
in  March  1997  before  an  audience  of  HHA  and  hospice  providers  where  major  abuses  of  these  two  benefit 
programs  were  discussed. 

The  cost  for  conducting  the  ten  hospice  reviews  was  S 1 9,563.  This  includes  the  salary  costs  of  the  Federal 
sur\'eyors  for  the  time  they  spent  on  these  reviews  and  their  travel  costs. 

Reviews  of  Durable  Medical  Equipment  Supplied  to  Nursing  Facilities 

The  final  expanded  scope  review  project  of  HCFA  RO  staff  is  one  directed  at  DME  suppliers  who 
provided  supplies  to  nursing  facilities  in  Illinois. 

The  project  began  in  September  1996.  The  DMERC  identified  one  DME  supplier  that  provided  wound 
care  products  to  three  nursing  homes  in  Illinois.  One  Federal  nurse  surveyor  and  one  Medicare  coverage 
expert  conducted  program  integrity  reviews  in  the  three  facilities,  focusing  on  wound  care  supplies. 

The  findings  included: 

•  One  supplier  billed  implausible  amounts  ($15,000  to  SI 6.000)  per  month  for  one 
beneficiary's  use  of  supplies. 

•  The  supply  rooms  of  all  three  facilities  contained  different  types  of  supplies  and  DME,  in 
both  bulk  form  and  for  individual  use,  with  no  items  designated  for  specific  beneficiary 
residents  even  through  these  items  had  been  billed  for  specific  patients  to  Part  B. 

•  Unopen  boxes  of  DME  from  several  different  suppliers  in  basement  of  one  nursing  facility. 

•  A  beneficiary  in  another  facility  who  didn't  need  expensive  hydrogel  dressings  billed  to  Part 
B  by  one  DMEPOS  supplier.  Facility  nurses  said  they  didn't  use  those  dressings  on  the 
patient. 

As  this  first  phase  of  the  DME/SNF/NF  project  appeared  to  be  successful,  the  DMERC  provided  to  the 
RO  lists  of  claims  for  DME  suppliers  who  were  the  most  frequent  billers  for  supplies  to  Illinois  nursing 
homes  in  the  period  July  1996  to  December  1996.  This  list  of  over  3,900  claims  was  reviewed  manually 
to  determine  the  most  frequently  billed  policy  coverage  categories.  Three  more  suppliers  that  served  five 
nursing  facilities  were  selected  for  review.  The  equipment/supplies  that  were  the  focus  of  these  reviews 
included;  enteral/nutntional  feeding  supplies;  orthoses;  dressings;  and  urologic  supplies.  The  same 
configuration  of  RO  staff  conducted  these  reviews.  The  results  of  these  reviews  are  still  being  evaluated 
by  RO  staff 

As  result  of  some  of  these  early  findings,  HCFA  thinks  that  maybe  longer-term  solutions  are  needed  for 
use  of  surgical  dressing  in  nursing  facilities  (e.g.,  roll  coverage  for  dressings  into  the  facilities  fee  in  some 
way  thereby  discouraging  inappropriate  billings  for  these  items).  For  this  project  in  particular,  HCFA  core 
staff  also  designed  a  Surgical  Dressing/Supply  Review  Form  to  be  used  by  surveyors  in  recording  their 
findings  concerning  the  use  of  these  items  in  provider  facilities.  Although  the  form  is  used  in  the  SNF 
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reviews,  it  is  designed  to  be  used  in  all  t\pes  of  tacilit\  reviews  (e.g..  HHAs.  hospice,  etc.  i.  HCF.A  RO 
staff  have  circulated  this  form  to  other  regional  ORT  components,  including  the  state  Medicaid  agency, 
and  to  HCFA  central  office  and  other  ROs  for  comments. 

Surveyor  Form  for  Reporting  Fraud  and  Abuse  Issues 

Throughout  the  expanded  review  process,  one  of  the  comments  those  w  orking  on  ORT  heard  from  Federal 
and  State  surveyors  was  that  much  of  what  they  uere  being  trained  on  w  ere  things  they  had  identified  as 
possibly  problematic  in  the  past  but  there  had  been  no  formal  procedure  nor  person  to  whom  to  repon  them 
so  they  became  non-issues.  HCF.A  decided  that  it  would  be  more  efficient  if  it  could  prov  ide  a  mechanism 
for  the  surveyors,  who  are  in  the  field  on  a  regular  basis,  to  learn  about  and  report  suspected  billing 
aberrancies.  Thus,  the  HCFA  Chicago  RO  modified  the  Siineyor  as  the  Eyes  and  Ears  document  that  was 
developed  by  the  Texas  RO  for  the  long-term  care  surveyors  into  a  document  that  was  more  general.  At 
the  same  time,  the  Region  V  RO  developed  a  reporting  form  and  a  reporting  process  to  facilitate  HCFA's 
ability  to  respond.  In  March  1997,  a  two-day  conference  was  held  to  train  State  surveyors  on  program 
integnty  issues  and  the  use  of  the  new  document  and  form.  Staff  from  State  Agencies,  not  limited  to 
Survey  Agencies,  from  nine  out  of  ten  of  the  states  in  Regions  V  and  VII  attended  the  training  session. 
Federal  and  State  surveyors  are  using  the  reporting  form. 

Other  HCFA  ORT  Activities 

In  addition  to  the  surveyor  training,  two  other  meetings  were  held  at  the  end  of  ORT.  In  February  1997. 
OIG,  HCFA,  and  AoA  hosted  a  meeting  to  present  information  about  the  hospice  studies  that  had  been 
conducted  in  the  region.  In  March  1997.  HCFA  hosted  a  provider  outreach  meeting  for  HHA  and  hospice 
providers  in  Illinois  to  discuss  the  ORT  reviews,  lessons  learned,  and  how  eligibility  criteria  and  their 
implementation  for  both  types  of  services  could  be  improved. 

Other  activities  included  the  development  and  distribution  of  a  Fraud  and  Abuse  Directory  and  a  Fraud 
and  Abuse  quiz.  HCFA  also  contracted  with  health  researchers  at  the  University  of  Chicago  for  56,000 
in  ORT  funds  to  assist  it  in  analyzing  Community  Mental  Health  Center  data.  HCFA  says  that  its  biggest 
disappointment  to  date  in  ORT  is  its  limited  ability  to  perform  data  analysis.  It  attributes  these  limitations 
to  a  number  of  factors,  including  limited  time  resources  of  its  staff  and  lack,  of  systems,  programming,  and 
analytical  skills  on  the  part  of  its  Chicago  RO  staff  For  example,  HCFA  had  intended  to  have  data 
collection  forms  for  the  surveys  loaded  onto  laptop  computers  and  have  the  surveyors  key  data  directly  into 
the  computers  dunng  the  field  visits.  However,  HCFA  could  not  get  the  programming  support  so 
surveyors  had  to  manually  write  in  data  on  the  forms.  Its  other  disappointment  with  ORT  is  the  lack  of 
funds  to  pay  contractors  for  ORT  activities.  The  contractors  involved  in  these  projects  conducted  the 
related  activities  in  lieu  of  other  normal  activities.  Some  ongoing  activities  were  either  deferred  or  scaled 
back  as  the  contractors  could  not  conduct  all  their  normal  Medicare  activities  in  addition  to  ORT  given 
no  additional  resources;  trade-offs  had  to  be  made. 

1.4.5     Administration  on  Aging  (AoA)  Chicago  RO  ORT  Projects 

AoA's  major  ORT  project  involved  planning  and  coordinating  training  sessions  for  long-term  care 
ombudsman  and  aging  network  staff  (service  providers  to  the  elderly)  and  providing  other  media  outreach 
matenal.   Specific  conferences/training  sessions  held  under  this  project  include: 
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•  Illinois  Elder  Rights  Conference  in  July  1995  —  At  ihiN  meeting.  AoA  arranged  a  session 
on  ORT  presented  by  the  OIG  for  ombudsmen,  legal  and  protective  services  staff. 

Ombudsman  Training  Sessions  in  Fall  of  1995  —  At  these  half-day  sessions,  various 
Federal,  state  and  contractor  staff  bnefed  super\'isor\ -level  ombudsman  on  fraud  and  abuse 
in  general  and  ORT  in  panicular.  Supervisors,  in  turn,  expected  to  go  back  and  bnef  their 
volunteer  staff  on  these  subjects.  All  told,  about  40  to  45  supervisory-level  people  attended 
these  sessions. 

•  Training  Sessions  for  Aging  Network  Staff  —  Four  day-long  sessions  were  held  in 
February/March  1996  in  Chicago  and  other  locations  in  Illinois  for  staff  of  these  providers 
of  various  clinical,  social,  dietary,  transportation,  housing,  and  other  services  to  the  elderly. 
A  total  of  about  150  network  staff  attended  these  sessions  across  all  sites. 

At  ail  these  sessions,  presentations  were  usually  made  by  staff  of  the  following  agencies:  Illinois 
Department  of  Public  Aid,  the  OIG,  HCFA,  the  Medicaid  Fraud  Control  Unit,  HCSC  (the  Medicare 
contractor)  and  the  AoA.  All  the  sessions  were  organized  by  the  Illinois  Department  of  Aging  in 
conjunction  with  the  AoA.  At  the  aging  network  sessions,  two  people  who  were  trained  were  staff  of  the 
Stale  Health  Insurance  Program  who,  in  turn,  went  back  and  trained  600  SHIP  volunteers. 

The  major  impacts  of  these  training  sessions  were  the  following  based  on  evaluations  completed  by 
attendees  after  these  meetings; 

•  People  said  they  had  no  idea  how  enormous  the  fraud  and  abuse  problem  was  in  government 
healthcare  programs. 

•  Sessions  provided  people  with  a  sense  of  empowerment — they  could  do  something  to  combat 
fraud  and  abuse  in  federal/state  programs. 

•  Provided  ombudsmen  with  a  new  way  of  seeing  things  whereas  before  they  saw  things  they 
were  wary  about  but  didn't  know  what  to  do. 

•  Attendees  felt  Federal  Government  was  finally  trying  to  do  something  about  fraud  and  abuse. 

•  Attendees  now  know  where/how  to  refer  suspected  fraud  and  abuse  problems  (all  referrals 
were  to  be  directed  to  the  OIG  Hotline  in  these  sessions). 

Also,  after  these  aging  network  training  sessions,  OIG  estimates  that  about  25  percent  of  referrals  from 
the  OIG  Hotline  involved  quality  of  care  issues  in  Illinois  nursing  facilities  from  ombudsmen.  The  OIG 
emphasized  this  was  just  an  estimate  since  one  problem  with  the  Hotline  is  that  it  was  not  designed  to  track 
the  source  of  referrals.  This  is  something  the  OIG  would  change  if  it  had  an  opportunity  to  redesign  and 
original  ORT  demonstration. 

Also,  as  a  direct  result  of  the  aging  network  training  sessions,  a  senior  official  of  the  01  was  asked  to  speak 
on  ORT  at  a  seminar  for  provider  employees  sponsored  by  the  University  of  Central  Illinois  in  June  1996. 
This  official  also  did  an  ORT  presentation  on  local  cable  TV  and  on  a  radio  program.  The  official  said 
this  was  the  first  time  he  had  been  able  to  meet  with  provider  staff  in  a  non-investigational  capacity  in  his 
many  years  with  the  OIG.  Most  law  enforcement  types  generally  interact  mainly  with  their  colleagues  in 
law  enforcement  like  other  01  agents  and  those  from  the  FBI  and  other  government  agencies. 
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Other  AoA  projects  for  ORT  included  producing  a  leaflet  on  fraud  and  abuse  designed  in  large  pnnt  for 
beneficiaries  and  other  forms  of  benefician.  outreach  such  as  discussing  fraud  and  abuse  at  vanous 
meetings  sponsored  by  senior  groups  around  the  state.  ORT  funds  onginally  available  for  AoA  in  Illinois 
was  SI 5.000. 

Finally,  AoA  indicates  that  the  Illinois  Department  of  Aging  wants  to  plan  more  activities  to  combat  fraud 
and  abuse  in  Medicare/Medicaid.  The  Illmois  Depanment  of  Aging  has  also  sent  out  3  or  4  Fraud  Alerts 
on  its  own  fraud  and  abuse  activities. 

1.5    New  York 

1.5.1  Overview 

To  a  greater  extent  than  in  some  other  Operation  Restore  Trust  states,  federal  collaboration  with  the  state 
government  was  a  defining  characteristic  of  the  demonstration  in  New  York.  The  governor's  office 
directed  state  agencies  to  cooperate  with  federal  officials  and  convened  a  task  force  of  state  agencies  that 
paralleled  the  organization  of  Operation  Restore  Trust.  The  task  force  was  chaired  by  Faith  Fish,  who  is 
the  long  term  care  ombudsman.  The  ORT  coordinator  was  Linda  Little,  the  regional  inspector  general  for 
investigations.  Ms.  Fish  served  as  the  state  liaison  to  the  ORT  team,  and  Ms.  Little  was  the  federal  liaison 
to  the  state  task  force.  Compared  with  other  ORT  states,  the  federal  government  also  devoted  more  of  its 
resources  to  assisting  the  State  in  uncovering  fraud  and  abuse  of  the  Medicaid  program. 

One  federal  official  told  us  that  in  30  years  of  public  service  he  had  never  seen  anything  like  the  level  of 
cooperation  between  the  two  levels  of  government.  The  collaboration  was  all  the  more  notable  because 
of  past  strains  in  the  relationship  between  the  two  governments.  In  1995.  for  example,  the  federal 
government  sued  the  state  and  recovered  S27  million  in  grant  payments.  New  York  is  also  among  the 
states  that  does  not  routinely  provide  claims  data  to  HCFA.  In  fact,  a  joint  conference  on  fraud  and  abuse 
issues  was  entitled.  "State  and  Federal  Governments — Together  Again  for  the  First  Time." 

ORT  activities  in  New  York  were  complicated  by  the  presence  of  no  fewer  than  seven  claims-paying 
contractors.  The  principal  intermediary  for  hospital,  nursing  home  and  other  Part  A  benefits  was  Empire 
Blue  Cross  &  Blue  Shield,  although  some  providers  were  served  by  MetraHealth.  The  intermediary  for 
home  health  agency  and  hospice  payments  was  United  Government  Services,  in  Wisconsin.  The  regional 
carrier  for  durable  medical  equipment  was  MetraHealth,  in  Connecticut.  Other  Part  B  claims,  including 
those  from  physicians  and  other  health  professionals  were  paid  by  Blue  Cross  Blue  Shield  of  Western  New 
York  for  the  upstate  area  and  Empire  Blue  Cross  &  Blue  Shield  or  Group  Health  Inc.  for  the  New  York 
area. 

As  in  the  other  ORT  states,  we  saw  consensus  among  federal  officials  that  ORT  resulted  in  closer 
collaboration  among  the  various  agencies.  HCFA.  the  OIG  and  the  HCFA  contractors  all  worked  together 
more  closely.  "Believe  it  or  not,  before  ORT  we  never  talked  to  HCF.A,"  one  01  investigator  told  us. 
"Before  ORT,  we  never  shared  with  carriers  the  names  of  companies  that  we  were  investigating."  Within 
HCFA,  the  Division  of  Health  Standards  and  Quality  worked  more  closely  with  the  Division  of  Medicare. 
The  Administration  on  Aging  developed  relationships  with  HCFA  and  the  OIG  where  previously  none 
existed. 
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Most  of  the  ORT  attention  in  New  York  was  paid  to  durable  medical  equipment  and  the  proMMon  ot 
services  to  nursing  home  residents.  Home  health  agencies  and.  especiallv,  hospice  providers  were  lesser 
targets.  (One  reason  is  that  New  York  has  just  200  HHAs.  while  Texas  has  4.000  and  California  1.200.) 

The  following  list  of  activities  is  in  approximate  order  of  importance,  in  our  judgement. 

1.5.2         Sharing  of  Data  on  Durable  Medical  Equipment  Claims 

For  many  nursing  home  residents.  Medicaid  pays  for  their  nursing  home  care.  Medicare  pays  for  their 
medical  care  and  Medicaid  pays  their  coinsurance  and  deductible  obligations  under  Medicare.  When 
Medicaid  pays  its  beneficianes'  cost-shanng  obligations,  it  often  depends  on  the  provider  to  calculate 
those  obligations  rather  than  insisting  on  seeing  Medicare's  Explanation  of  Medicare  Benefits. 

The  overlapping  coverage  creates  many  possibilities  for  fraud,  abuse  and  simple  mistakes  m  billing, 
especially  since  some  Medicare  benefits  depend  on  whether  the  beneficiary  lives  in  a  nursing  home.  For 
example,  Medicare  will  pay  for  wheelchairs  and  other  "hard"  medical  equipment  but  not  when  the 
beneficiary  lives  in  a  nursing  home,  since  such  supplies  should  be  provided  by  the  facility.  If  a  provider 
billed  Medicare  $500  for  a  wheelchair  for  a  nursing  home  resident,  then  Medicare  could  overpay  by  S400 
(80%  of  S500)  while  Medicaid  overpaid  by  SI 00  (20%).  Even  if  Medicaid  identified  the  overpayment, 
it  would  recover  its  SI 00  without  Medicare  being  aware  that  it  had  overpaid  S400. 

Comparing  claims  records  between  Medicare  and  Medicaid  is  the  obvious,  but  difficult,  way  to  correct 
these  situations.  Before  ORT  it  had  never  been  done  in  New  York  for  durable  medical  equipment,  despite 
the  problems  that  both  programs  have  had  with  DME. 

The  challenges  of  comparison  are  many.  Although  claims  forms  are  standardized  regardless  of  the  payor, 
nursing  home  services  are  billed  using  the  UB-92  institutional  form  while  durable  medical  equipment 
(DME)  is  billed  on  the  HCFA-1500  form.  Medicare  and  Medicaid  each  assign  unique  numbers  to 
beneficiaries  and  providers,  and  a  claim  submitted  to  one  program  may  not  show  the  other  program's 
numbers.  The  two  programs  sometimes  use  different  codes  to  describe  supplies  and  services.  Each 
program's  claims-processing  agent  has  its  own  definitions  of  data  fields  and  its  own  claims  file  layout, 
which  is  always  intricate.  Moreover,  DME  claims  from  New  York  residents  were  processed  by  three 
separate  Medicare  carriers  before  the  regional  DME  carrier  took  over  in  1 994. 

In  eariy  1995  Medicaid  asked  Medicare  for  its  DME  claims  for  the  four  years  that  ended  December  3 1 , 
1994.  Although  it  found  potential  overpayments  by  Medicare  of  S4  million  and  by  Medicaid  of  SI 8 
million,  the  companson  was  not  definitive  because  of  missing  or  inconsistent  data,  including  Medicare 
beneficiary  numbers.  Under  Operation  Restore  Trust,  the  more  detailed  analysis  was  done.  Moreover, 
Medicaid  and  the  DME  regional  carrier.  MetraHealth.  now  exchange  claims  data  on  a  monthly  basis.  This 
exchange  will  allow  both  programs  to  identify  overpayments  on  a  routine  basis.  Medicaid  now  also 
provides  the  MetraHealth  with  a  lists  of  DME  suppliers  it  plans  to  audit  and  whom  it  subjects  to  on-site 
pre-enroUment  reviews.  This  sharing  of  information  forewarns  MetraHealth  of  possible  problems  it  may 
have  with  the  same  providers. 

Both  the  DMERC  and  Medicaid  intend  to  continue  their  new  relationship  now  that  ORT  has  ended.  The 
idea  has  also  spread  to  other  states,  and  MetraHealth  is  now  putting  in  place  a  similar  arrangement  with 
Pennsylvania  Medicaid.  The  nation's  three  other  DMERCs  have  initiated  similar  projects. 
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Although  this  project  required  substantial  expenditures  of  time  and  computer  resources  from  both 
Medicaid  and  the  DMERC,  the  ORT  funds  used  were  minimal.  It  appears  that  the  ORT  contnbution  was 
in  setting  the  priority  for  the  initiative.  It  became  clear  to  the  DMERC  that  Medicare  wanted  a  cooperative 
effort,  at  the  same  time  as  Governor  Pataki's  office  directed  the  Medicaid  program  to  involve  itself  in 
Operation  Restore  Trust. 

1 .5.3  Claims  for  Portable  X-Ray  Services 

Portable  (truck-mounted)  x-ray  services  are  often  provided  to  nursing  facility  residents.  In  the  spring  of 
1995,  a  HCFA  reimbursement  specialist  answered  a  routine  query  about  these  services.  Operation  Restore 
Trust  was  then  in  its  first  stages,  and  HCFA  staff  had  been  instructed  to  watch  for  potentially  fraudulent 
and  abusive  situations  in  the  four  target  services  categories,  including  services  provided  to  nursing  home 
residents.  The  specialist  did  some  analysis  that  revealed  in.stances  of  possible  abuse.  The  carriers  then 
moved  to  recoup  $5.3  million  in  overpayments  by  providers  of  portable  x-ray  services,  including  S3. 3 
million  from  a  single  provider  (who  is  now  under  criminal  investigation).  Of  the  $5.3  million,  only  $0.5 
had  been  recouped  by  July  1997. 

It  appears  the  project  could  not  have  been  done  in  the  absence  of  the  regional  office's  new-found  ability 
to  analyze  claims.  Traditionally,  HCFA  regional  offices  have  been  unable  to  routinely  analyze  claims. 
Instead,  they  would  submit  a  request  to  their  contractors  or  to  the  HCF.^  Data  Center  in  Baltimore.  In 
such  work  it  is  typical  that  the  results  turn  out  to  be  not  exactly  what  was  required,  or  if  they  are  what  was 
required  then  they  pose  new  questions.  In  either  case,  a  new  data  request  must  be  submitted.  Such  a  time- 
consuming  process  obviously  hobbled  HCFA's  efforts  to  identify  patterns  of  fraud  and  abuse. 

In  1995  HCFA  made  its  Decision  Support  Access  Facility  available  to  the  regional  office.  The  access 
facility  is  software  that  allows  regional  offices  to  tap  into  the  HCFA  Data  Center,  which  contains  claims 
from  every  contractor  across  the  nation.  Although  not  part  of  Operation  Restore  Trust,  the  access  facility 
was  made  available  first  to  the  ORT  states.  Using  it,  the  New  York  regional  office  spotted  patterns  of 
possible  fraud  and  abuse  in  the  provision  of  portable  x-ray  services.  Problems  included  services  that  were 
not  provided,  services  provided  by  non-certified  providers,  and  cases  where  the  x-ray  provider  submitted 
a  claim  on  behalf  of  a  physician  without  identifying  him  or  her.  The  S5  million  in  overpayments  involved 
about  70  providers.  A  fraud  alert  was  sent  nation-wide  to  DHHS  offices  and  contractors,  and  one  provider 
was  referred  to  01  for  investigation.  Recommendations  were  also  made  to  HCFA  central  office  for 
changes  in  payment  policy  for  these  services. 

The  project  required  minimal  ORT  funds,  which  were  used  for  training  in  SAS  (a  statistical  analysis 
software  package)  and  the  HCFA  Customer  Information  System,  a  HCFA  database  that  recently  became 
available.  The  analyst  who  did  the  work  estimated  he  spent  about  25  person-days  on  it  within  the  past 
year:  no  estimates  are  available  for  time  spent  by  others.  HCFA  staff  said  ORT  allowed  them  to  make  this 
project  a  priority  over  their  work,  and  led  them  to  involve  the  carrier  much  sooner  than  they  previously 
would  have. 

1.5.4  investigations  of  DME  Suppliers  and  Other  Providers 

For  the  Office  of  Investigations,  the  chief  benefit  of  Operation  Restore  Trust  was  increased  personnel  to 
pursue  the  numerous  cases  available  in  New  York  State.  When  ORT  started,  the  New  York  office  had  1 3 
investigators,  of  whom  nine  were  in  New  York  City.  By  October  1996,  there  were  17  investigators,  with 
1 3  in  New  York  City.  These  additional  personnel  allowed  more  vigorous  pursuit  of  durable  medical 
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equipment  cases  in  panicular.  To  a  lesser  degree.  ORT  also  made  a  dit'r'erence  in  how  ja>e>  were  pursued 
and  there  was  more  collaboration  with  the  state  government  and  the  Office  of  Audit  Ser\  ices.  Some  ot 
the  cases  that  resulted  in  indictments,  charges,  settlements  or  convictions  were  as  follow  s.  .Although  these 
cases  were  all  considered  to  be  "  ORT  cases."  it  is  important  to  note  that  some  of  them  staned  before  ORT 
and  that  others  likely  would  have  been  handled  in  the  same  way  regardless  of  Operation  Restore  Trust. 
But  at  the  same  time  it  is  clear  that  ORT  did  allow  additional  personnel  to  be  devoted  to  these  cases  and 
that  some  cases  reflected  increased  collaboration  with  other  agencies. 

•  Bogus  certificates  of  medical  necessity.  The  former  vice  president  of  a  home  health  agency 
pled  guilty  to  58  counts  of  conspiracy,  mail  fraud  and  false  claims.  He  had  obtained 
Medicare  numbers  from  unsuspecting  beneficianes.  prepared  bogus  certificates  of  medical 
necessity  that  said  the  patients  needed  certain  medical  equipment,  then  had  various  physicians 
sign  the  certificates.  An  HHA  sales  representative  earlier  had  pled  guilty  to  related  charges, 
and  as  of  March  1997  charges  against  two  of  the  physicians  were  imminent.  The 
investigation  was  a  cooperative  effort  with  the  FBI. 

In  a  quote  much  appreciated  by  DHHS  officials,  the  vice  president  told  the  01  agent  after  his 
hearing.  "That  Operation  Restore  Trust  is  really  something." 

•  Services  allegedly  not  performed.  A  Long  Island  physiatrist  (i.e..  a  physician  specializing 
in  therapies)  was  indicted  on  charges  of  billing  over  SI  million  for  over  13.400  services  to 
nursing  home  residents  that  in  fact  were  not  performed.  Some  of  the  billings  were  for 
deceased  beneficiaries.  The  investigation  was  a  joint  effort  between  OI  and  the  state 
Medicaid  fraud  control  unit. 

Vpcoding  of  lymphedema  pumps.  Just  as  Operation  Restore  Trust  was  beginning  (in  July 
1995)  a  DME  manufacturer  agreed  to  pay  Medicare  S4.9  million  to  settle  allegations  that  it 
misrepresented  to  its  distnbutors  that  a  certain  model  lymphedema  pump  was  eligible  for 
Medicare  payment  of  as  much  as  S5.000  even  though  the  actual  amount  was  S600.  Dunng 
Operation  Restore  Trust.  01  pursued  civil  and  criminal  cases  against  several  distributors  on 
the  grounds  that  they  also  misrepresented  the  nature  of  the  pumps  in  order  to  maximize 
Medicare  reimbursement. 

•  False  claims  for  orthotics.  The  president  and  the  office  manager  of  an  orthotics  supplier 
pled  guilty  to  submitting  hundreds  of  false  claims  for  orthotics  to  Medicare.  Medicaid  and 
private  insurance  companies.  Overpayments  by  Medicare  and  Medicaid  totalled  S234.000. 
The  investigation  was  a  joint  effort  between  01  and  the  Medicaid  fraud  control  unit. 

Unnecessary  durable  medical  equipment.  One  owner  of  a  DME  company  paid  Medicare 
S2.2  million  and  a  colleague  paid  S 1 .0  million  after  they  pled  guilty  to  billing  Medicare  for 
durable  medical  equipment  that  was  never  delivered. 

1.5.5    Training  of  the  Aging  Network 

About  840  members  of  New  York's  "aging  network"  were  trained  in  21  sessions  to  recognize  the  signs 
of  fraud  and  abuse  and  to  make  referrals  to  investigators.  Most  were  state  ombudsmen  staff  and  volunteers; 
health  insurance  counsellors  and  other  people  who  work  with  seniors  were  also  trained.  For  the  vast 
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majonty  of  these  people,  the  topic  reportedl>  was  completels  novel.  For  example,  ombudsmen  previously 
had  been  "totally  unaware"  that  all  Medicare  beneficianes  are  supposed  to  receive  an  Explanation  of 
Medicare  Benefits  that  can  be  used  to  identify  fraud  and  abuse,  according  to  one  participant. 

A  two-day  train-the-trainers  session  was  held  for  60  people  in  October  1995,  followed  by  regional 
meetings.  Training  session  were  generally  one  day  long,  and  included  presentations  on  the  nature  of 
fraudulent  activities  in  nursing  facilities.  ORT  training  has  also  been  provided  dunng  the  last  two  annual 
training  meetings  for  ombudsmen  coordinators  across  New  York. 

Ombudsmen  at  these  sessions  were  advised  to  report  suspicious  situations  to  the  local  ombudsman 
coordinator  and  then  to  the  head  of  the  state  ombudsmen  program,  who  makes  referrals  to  the  Office  of 
Investigations  as  well  as  to  the  Medicaid  program.  HHS  and  State  officials  both  said  that  before  Operation 
Restore  Trust  there  had  been  no  referrals.  Under  ORT,  there  have  been  20.  In  one  instance,  a  physician 
visited  nursing  facility  residents,  left  his  card  after  saying  more  or  less  "Call  me  if  you  ever  need  me,"  then 
billed  Medicare  for  visits.  In  some  instances,  01  was  already  investigating  the  provider,  in  which  case  the 
referral  provided  corroboration  that  a  potential  problem  existed. 

A  video  on  fraud  and  abuse  has  also  been  created  that  will  be  become  part  of  the  standard  training  received 
by  new  ombudsmen  volunteers.  Updates  on  fraudulent  activities  are  now  included  in  the  monthly 
newsletters  that  are  distributed  to  ombudsmen. 

The  Administration  on  Aging  has  also  met  with  organizations  for  the  aged  to  discuss  how  to  broaden  the 
outreach  program  to  senior  centers  and  nutntion  sites.  The  New  York  City  Council  of  Senior  Centers  and 
Services  agreed  to  participate,  so  that  outreach  will  occur  in  the  five  boroughs.  Later  outreach  will  be 
expanded  to  senior  citizen  housing  units.  Senior  center  associations  in  each  borough  submitted  initial 
plans  for  outreach.  The  proposal  was  that  each  senior  center  would  make  referrals  to  the  borough 
coordinator  who  would  refer  the  complaints  to  the  OIG.  HCFA  or  other  appropriate  agencies. 

1.5.6  Surveys  of  Skilled  Nursing  Facilities 

All  states  are  responsible  for  surveying  the  quality  of  care  provided  by  nursing  facilities,  home  health 
agencies  and  hospices  using  guidelines  developed  at  the  federal  level.  These  surveys  are  typically  done 
by  registered  nurses  and  other  health  professionals  employed  by  the  State.  Their  focus  is  very  much  on 
patient  care  and  not  the  finances  of  payment.  When  they  think  of  "abuse,"  their  typical  interpretation  is 
abuse  of  patients  rather  than  of  the  Medicare  program.  Staff  in  the  regional  Divisions  of  Health  Standards 
and  Quality  venfy  the  findings  of  the  state  surveyors  through  targeted  re-surveys  of  agencies.  Within 
HCFA,  the  HSQ  staff  have  a  somewhat  unique  role,  since  they  tend  to  have  clinical  knowledge  their 
colleagues  do  not  and  since  they  focus  on  patient  care  more  than  on  the  policy  and  mechanics  of  provider 
payment. 

Nevertheless,  survevors  are  well-placed  to  identify  financial  fraud  and  abuse,  since  they  are  government 
employees,  with  clinical  knowledge,  who  are  on  the  provider's  premises.  As  part  of  Operation  Restore 
Trust,  the  survey  process  was  broadened  in  New  York  and  other  states  to  include  fraud  and  abuse.  This 
expanded  protocol  has  been  used  in  29  surveys  of  skilled  nursing  facilities  performed  by  State  surveyors 
and  in  three  surveys  performed  by  federal  surveyors.  In  some  cases,  the  survey  was  regularly  scheduled 
and  in  other  cases  the  SNF  was  specially  selected  because  of  particular  concerns. 
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Of  the  29  facilities  sun  eyed  by  the  State,  surveyors  referred  four  to  Medicare,  the  fi>cal  intermedian.  or 
the  OIG  for  further  investigation.  All  three  facilities  surveyed  by  federal  staff  were  referred  to  the  OIG. 
Most  of  the  concerns  involved  the  possibility  of  inappropriate  psychiatnc  and  psychological  services.  .At 
one  facility,  for  example.  94  residents  received  extensive  psychiatric/psychological  services  even  though 
many  had  a  diagnosis  of  dementia. 

ORT  funds  were  to  used  to  pay  about  S80.700  to  the  state  survey  agency  to  cover  the  cost  of  its 
employees*  time  and  travel.  Another  S500  has  been  used  for  the  expenses  of  federal  staff. 

At  the  end  of  ORT,  no  further  work  was  planned  for  future  years,  in  part  because  ORT  funds  would  not 
be  available  to  cover  the  state  survey  agency's  costs. 

1 .5.7         Audit  of  Home  Health  Agency  Cost  Report 

Medicare  reimburses  home  health  agencies  for  the  "reasonable  costs"  of  serving  Medicare  beneficianes. 
Although  intenm  payments  are  made  soon  after  the  services  are  provided,  the  final  level  of  payment  occurs 
once  the  agency  has  submitted  its  cost  report  and  the  regional  home  health  intermediary  has  conducted 
either  a  field  audit  or  a  desk  review  of  it.  According  to  OIG  auditors,  the  intermediaries  generally  do  not 
have  the  budget  to  probe  in  depth  for  possible  fraud  and  abuse,  so  they  concentrate  on  cost  items  that  have 
increased  substantially  from  year  to  year. 

This  project  marked  the  first  time  that  OIG  auditors  in  New  York  worked  with  the  intermediary  (United 
Government  Services)  to  audit  a  HHA  cost  report.  The  audit  was  of  the  general  and  administrative  costs 
of  a  large  national  HHA  chain.  According  to  OIG  auditors,  the  collaboration  allowed  a  more  thorough 
review  of  the  chain's  books.  For  example,  field  audits  were  done  of  related  HHAs  in  another  state,  which 
was  unprecedented.  Whereas  in  previous  years  the  intermediary  had  disallowed  less  than  \09c  of  the 
chain's  G&A  costs,  the  draft  audit  report  audit  identified  42%  of  costs  that  should  be  disallowed.  The 
estimated  overpayment  by  Medicare  was  S5.9  million.  (The  final  audit  report  was  pending  was  of  June 
1997.)  In  the  view  of  a  federal  auditor,  the  result  demonstrated  the  benefit  of  bnnging  together  teams  with 
different  talents.  "It  can  work  and  it  will  work  and  it  was  never  done  before,"  he  said.  "It  was  a 
tremendous  success." 

In  addition  to  whatever  savings  Medicare  realizes  from  this  provider,  the  audit  is  expected  to  result  in  a 
change  in  the  audit  protocol  used  routinely  by  home  health  intermediaries.  The  auditors  also  expect  their 
findings  to  be  a  warning  to  other  home  health  agencies  not  to  charge  .Medicare  for  certain  costs. 

Minimal  ORT  funds— less  than  S2.000— were  used  for  this  audit.  Operation  Restore  Trust,  however, 
appears  to  have  provided  the  impetus  for  the  Office  of  Audit  Services  to  work  together  with  the 
intermediary  in  auditing  a  provider  in  ORT's  target  areas.  OAS  staff  devoted  507  person-days  of  effort 
to  the  audit  over  a  13-month  penod,  valued  at  about  SI  30.000.-'  No  information  is  available  about  the 
intermediary  's  level  of  effort. 


2.-(     As  do  our  other  approximaiions  of  personnel  cosl.  ihis  number  assumes  that  salan  and  fnnge  benefits  for  the  average  employee  total 
$60,000  a  year  and  that  there  are  2?0  work-days  in  the  year,  after  holidays,  vacation  and  so  forth  The  estimate  is  conservative 
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Analysis  of  Medicaid  Claims  for  Services  to  Nursing  Home  Residents 


Aitiiougli  HCFA  pays  50  to  83  cents  of  ever>  dollar  spent  on  Medicaid  beneficianes — and  on  Medicaid 
fraud — across  the  nation,  the  federal  government  has  traditionally  left  pursuit  of  Medicaid  fraud  and  abuse 
to  the  states.  In  this  project  the  Office  of  Audit  Ser\'ices  developed  and  pursued  leads  on  Medicaid  fraud 
and  abuse,  then  turned  over  the  results  to  the  New  York  Medicaid  Fraud  Control  Unit  or  the  Office  of 
Investigations. 

The  project  began  with  OAS  obtaining  Medicaid  claims  files  from  March  1993  to  February  1995  and 
identifying  each  service  that  was  provided  to  a  nursing  home  resident.  This  matching  effort  was  an 
ambitious  data  processing  task  in  itself  A  total  of  S330  million  in  Medicaid  claims,  involving  20. ''65 
providers,  was  identified.  (Although  the  focus  was  on  Medicaid,  many  of  these  claims  would  also  involve 
payments  by  Medicare,  since  many  people  in  nursing  homes  are  insured  by  Medicaid  for  nursing  home 
services  and  by  Medicare  for  acute  care  services.)  The  goal  was  to  identify  services  that  were  already 
covered  within  the  nursing  facility's  payment  or  services  that  were  not  provided. 

Based  on  this  analysis,  OAS  selected  about  24  DME  companies,  home  health  agencies,  clinical  providers 
and  transportation  firms  for  further  review.  Starting  in  October  1995,  OAS  began  auditing  these 
providers.  In  a  break  from  previous  practice,  these  audits  were  limited  in  scope  to  just  the  particular  issues 
under  review.  They  were  also  designed  as  investigative  audits  that  would  give  fraud  investigators  a  head 
start  on  their  investigations,  where  appropriate.  Almost  half  these  providers  were  referred  to  01  or 
Medicaid  for  investigation.  Here  are  three  examples  of  the  findings  from  this  project. 

•  Alcoholism  treatment  and  nursing  home  care.  The  auditors  noticed  that  one  provider  was 
responsible  for  the  bulk  of  alcoholism  treatment  services  in  nursing  homes.  This  issue  was 
studied  by  a  task  force  compnsing  the  Division  of  Health  Standards  and  Quality,  the  Office 
of  Audit  Services,  Empire  Blue  Cross  and  Blue  Shield  (the  Part  B  carrier),  the  New  York 
State  Office  of  Alcohol  and  Substance  Abuse  Services  and  the  New  York  City  Department 
of  Mental  Health,  Medical  records  were  reviewed  and  the  34  residents  in  two  facilities  who 
had  received  the  services  were  interviewed. 

About  half  the  residents  were  also  eligible  for  Medicare.  The  review  found  that  unnecessary 
alcoholism  treatment  and  psychotherapy  services  were  provided,  in  some  cases  for  a  penod 
of  years.  For  example,  one  patient  was  treated  for  alcoholism  for  six  years,  despite  having 
been  abstinent  for  the  past  20  years  and  continuing  to  be  abstinent  throughout  treatment. 
Since  nursing  facilities  are  responsible  for  the  care  their  patients  receive,  the  two  nursing 
facilities  were  cited  for  major  deficiencies  under  the  survey  and  certification  program.  The 
alcoholism  treatment  provider  has  agreed  to  stop  billing  Medicare  and  Medicaid  for  its 
services,  and  if  it  does  resume  billing  then  all  its  claims  would  be  reviewed  before  payment 
is  made. 

This  project  required  about  512,000  in  ORT  funds,  almost  all  of  which  was  used  for  travel. 
It  seems  clear  the  chief  ORT  contribution  was  the  impetus  to  do  the  project  in  the  first  place, 
to  make  use  of  multidisciplinary  teams  and  to  use  targeted  limited-scope  audits.  One  Health 
Standards  and  Quality  staff  member,  for  example,  described  the  project  as  a  "new  way  of 
doing  business  for  us"  and  said  it  was  the  first  time  DHSQ  and  the  fiscal  intermediary  had 
looked  at  the  same  records  at  the  same  time. 
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Therapy  services  and  nursing  home  care.  OAS  analyzed  Medicaid  claims  data  to  identify 
seven  providers  that  were  paid  for  physical,  occupational  and  speech  therapy  ser\'ices  to 
nursing  home  residents  even  though  the  homes  receive  an  '■all-mclusive"  per  diem  payment 
that  is  supposed  to  cover  such  ser\  ices,  The  audit,  which  involved  on-site  reviews  at  three 
of  the  therapy  providers  and  10  nursing  homes,  resulted  in  an  estimate  that  the  seven 
providers  received  inappropriate  payments  of  at  least  S865.020  over  the  two  years.  Detailed 
results  from  the  audit  were  forwarded  to  the  Medicaid  agency  for  follow-up.  In  this  audit,  the 
difference  that  ORT  made  appears  to  have  made  is  in  the  cooperative  effort  between  the  state 
and  federal  agencies. 

•  Home  health  care  and  nursing  home  care.  The  auditors  identified  four  home  health 
agencies  that  showed  up  most  frequently  on  a  list  of  beneficiaries  in  whose  name  both  nursing 
home  services  and  home  health  care  services  were  billed  on  the  same  day.  The  auditors 
visited  the  four  agencies  as  well  as  23  nursing  homes  and  some  beneficiaries'  homes.  The 
result  was  an  estimate  that  $221,685  had  been  inappropriately  billed  to  Medicaid  by  the 
agencies  and  the  nursing  homes,  including  billings  made  under  incorrect  Medicaid  numbers 
and  billings  for  services  that  were  never  rendered.  The  results  were  forwarded  to  the 
Medicaid  agency  for  action. 

1.5.9         Mental  Health  Services  in  Nursing  Facilities 

For  several  years  the  Department  of  Health  and  Human  Services  has  been  concerned  about  the  possibility 
of  wasteful  and  even  harmful  mental  health  services  provided  to  nursing  facility  residents.  The  Office  of 
Evaluation  and  Inspections  in  New  York  began  a  study  on  the  topic  in  1994,  before  ORT  began,  but  laid 
it  aside  as  other  pnorities  arose.  Under  ORT  the  work  was  resumed,  and  two  studies  were  published  in 
May  1996.  The  first  presented  results  for  the  nation;  the  second  for  the  five  ORT  states  only. 

OEI  drew  a  nationwide  random  sample  of  540  claims  from  all  1993  claims  for  beneficiaries  who  received 
certain  psychological  or  psychiatric  services  while  residing  in  a  nursing  facility.  The  beneficiary's  facility 
was  asked  for  the  relevant  medical  records,  which  were  reviewed  by  a  peer  review  organization,  FMAS 
Inc.  A  subsample  of  nursing  facility  administrators  was  interviewed  by  telephone,  and  all  42  Medicare 
Pan  B  earners  were  asked  for  their  policies  and  other  matenals  related  to  mental  health  services. 

Based  on  the  random  sample.  OEI  estimated  that  25%  of  all  1993  Medicare  payments  for  mental  health 
services  for  nursing  home  residents  were  unnecessary.  Another  16%  of  payments  were  for  "highly 
questionable"  services.  In  dollar  terms,  these  percentages  represented  SI 7  million  and  SIO  million, 
respectively.  Psychological  testing  and  group  therapy  were  more  likely  to  be  unnecessary  or  questionable 
than  evaluation  and  individual  therapy.  In  30%  of  the  records,  the  wrong  code  appears  to  have  been  billed 
(usually  to  the  provider's  favor),  and  in  10%  the  documentation  was  so  poor  that  the  records  could  not  be 
reviewed.  Findings  for  the  five  ORT  states  were  similar,  with  services  in  Florida  and  New  York 
particularly  likely  to  be  unnecessary  or  questionable.  The  studies  also  found  some  beneficiaries,  on  the 
other  hand,  were  not  receiving  the  mental  health  services  they  needed.  To  address  these  problems,  OEI 
made  a  series  of  recommendations  to  HCFA,  the  carriers  and  state  agencies. 

Although  Operation  Restore  Trust  was  not  the  impetus  for  the  study.  OEI  staff  said  that  a  relatively  small 
amount  of  ORT  funding  (SI 4.000)  was  essential  to  its  completion.  These  funds  were  for  the  medical 
review  costs.  The  study  required  about  two  person-years  of  staff  time,  which  was  not  charged  to  ORT. 
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About  1.500  copies  of  the  OEI  report — an  unusually  high  number — were  made,  with  350  distributed  to 
ombudsmen.  Medicare  contractors  were  also  advised  of  panicular  questionable  claims  and  asked  to 
inform  OEI  of  what  action,  if  any.  they  took  in  response.  Both  the  distribution  to  ombudsmen  and  the 
increased  contact  with  contractors  were  novel  and  attributable  to  ORT.  OEI  staff  said. 

1.5.10  Care  Plan  Oversight 

Starting  in  January  1995,  Medicare  allowed  physicians  to  bill  for  overseeing  the  care  plans  of  beneficiaries 
being  treated  by  hospice  programs  or  home  health  agency  programs  (but  not  by  a  nursing  facility).  In  the 
first  year,  nationwide  payments  totalled  S57  million. 

The  magnitude  of  the  payments  underscores  the  concern  that  Medicare  has  with  this  code  in  general.  The 
physician  need  not  have  seen  the  patient  to  bill  for  the  service,  and  the  claim  form  provided  no  information 
about  whether  the  patient  was  being  treated  by  a  HHA  or  hospice  program.  Verification  was  further 
complicated  because  physicians  submit  claims  to  one  of  three  Part  B  earners  in  New  York,  while  hospice 
and  HHA  claims  are  submitted  to  United  Government  Services,  the  intermediary  for  hospice  and  HHA 
payment. 

HCFA's  New  York  regional  office  combined  claims  from  the  different  contractors  and  found  that  many 
care  plan  services  were  inappropriately  billed.  Recoveries  from  over  400  physicians  had  exceeded 
S400,000  by  July  1997.  HCFA  is  replicating  the  study  on  a  nationwide  basis  and  has  said  the  potential 
overpayments  may  total  over  S30  million. 

The  New  York  office  also  worked  with  the  HCFA  central  office  to  make  the  following  policy  changes, 
many  of  which  took  effect  on  January  1 ,  1997. 

•  Physicians  had  to  include  on  the  claim  form  the  provider  number  of  the  hospice  or  HHA. 

•  Physicians  had  to  discontinue  use  of  the  current  CPT  code  and  instead  use  one  of  three  more 
specific  codes. 

•  Carriers  had  to  install  screens  to  identify  suspect  claims  before  the  claims  are  paid. 

•  Carriers  had  to  educate  physicians  in  the  correct  use  of  the  care  plan  oversight  codes:  for 
example.  Medicare  will  not  pay  for  the  care  plan  oversight  if  it  is  not  paying  for  the  hospice. 

•  HCFA  and  the  American  Medical  .Association  agreed  to  publicize  the  correct  method  of 
billing  for  the  serv  ice. 

•  The  New  York  study  was  replicated  at  the  national  level  and  state-by-state  results  were  to  be 
provided  to  regional  officers  so  that  overpayments  could  be  recouped  and  fraud  investigations 
initiated,  if  appropriate. 

A  fraud  alert  was  prepared  for  distribution  to  HCFA  offices  and  contractors  across  the 
country. 
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No  ORT  funds  were  used  in  this  work.  HCFA  staff  said  the\  did  receive  invaluable  assistance  from  a 
physician  who  donated  his  time  out  of  interest  in  Operation  Restore  Trust.  Staff  also  said  they  probably 
would  not  have  analyzed  claims  from  other  states  if  not  for  ORT. 

1 .5.1 1  Surveys  of  Home  Health  Agencies 

The  logic  behind  broadening  the  surveys  of  home  health  agencies  was  similar  to  that  of  the  skilled  nursing 
facilities  described  in  Section  1.5.5.  In  Phase  1  of  this  project,  state  surveyors  visited  five  home  health 
agencies  that  had  unusually  high  payments.  For  each  HHA.  case  records  for  ten  beneficianes  were 
selected  and  surveyors  visited  five  of  the  beneficiaries.  In  Phase  2.  which  began  in  July  1996.  another  14 
HHAs  were  similarly  reviewed.  This  project  marked  the  first  time  that  state  surveyors  had  looked  at  fraud 
and  abuse  issues.  It  also  meant  that  DHSQ  had  an  "unprecedented"  amount  of  contact  with  other  HCFA 
divisions  in  the  regional  office,  according  to  a  DHSQ  staffer. 

The  project  cost  557,000  in  ORT  funds,  which  was  used  to  pay  for  both  the  travel  and  the  time  of  the  state 
surveyors.  It  is  very  unlikely  that  the  State  would  have  allowed  its  surveyors  to  participate  without  their 
costs  being  covered. 

No  further  surveys  were  planned  at  the  end  of  ORT,  but  the  regional  office  was  thinking  of  using  the  same 
model  to  review  hospices  in  Puerto  Rico  (which  is  also  in  the  region). 

1.5.12  Audits  of  Home  Health  Agencies 

This  project  is  similar  to  the  reviews  initiated  in  Flonda  (see  Section  1 .5).  In  Apnl  1995,  three  home  health 
agencies  were  selected  for  review  based  on  their  high  costs  per  case  and  information  from  the  fiscal 
intermediary  and  other  organizations.  For  each  HHA.  30  beneficiaries  were  chosen  at  random  and 
interviewed,  as  were  their  physicians  and  the  physicians  who  signed  the  HHA  orders.  Based  on  the  results, 
one  HHA  was  selected  for  further  study,  including  additional  beneficiary  interviews  and  reviews  of 
medical  records  and  submitted  claims.  As  in  the  other  states,  the  reviews  focused  on  whether  the 
beneficiary  was  eligible  for  home  health  care  (which  usually  depends  on  whether  they  are  homebound), 
whether  the  services  were  medically  necessary  and  whether  the  services  were  provided.  Results  were  then 
extrapolated  to  the  total  amount  of  money  Medicare  had  apparently  overpaid  to  this  provider,  which  was 
S2. 1  million.  The  HHA  was  also  referred  to  the  Office  of  Investigations  for  further  review. 

The  work  was  done  by  teams  composing  auditors  from  the  Office  of  Audit  Services,  clinical  personnel 
from  HCFA's  Division  of  Health  Standards  and  Quality  and  medical  review  staff  from  the  regional  home 
health  intermediary.  The  manner  of  the  audits  differed  from  what  was  usually  done.  In  the  past,  HHAs 
customarily  had  advance  warning  that  the  auditors  were  coming,  met  with  them  in  an  entrance  conference, 
and  were  bnefed  by  them  periodically  dunng  the  audit.  For  these  audits,  there  was  no  advance  warning 
and  little  information  shanng.  The  auditors  also  requested  records  for  only  a  few  beneficiaries  at  a  time 
and  controlled  the  copying  of  those  records. 

The  audits  required  about  532,000  in  ORT  funds,  almost  all  for  travel  to  upstate  New  York.  They  also 
required  962  days  of  the  auditors'  time,  which  is  valued  at  about  5250,000.  No  estimates  of  the  time  costs 
spent  by  other  agencies'  personnel  is  available. 
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In  a  related  project,  in  Aueust  1996  the  New  York  OAS  began  us  part  of  the  four-state  ehg,b,lu>  audu  that 
was  descnbed  in  Section  1,5.  In  New  York,  th.s  aud.t  involves  54  benef-.oanes  and  providers.  The 
work  was  done  by  OAS  auditors  and  HSQ  nurses. 

1.5.13  Study  of  Discharge  Planning 

Hospital  discharge  planners  routinely  advise  patients  on  their  options  for  follow-up  care  such  as  placement 
in  a  nursing  facility  or  home  health  program.  Hospitals  that  have  financial  ties  to  these  post-acu 
providers  have  obvious  incentives  to  guide  patients  toward  their  affiliates  even  if  they  are  not  in  the 
patient's  best  interest. 

In  January  1996  the  Office  of  Evaluation  and  Inspections  began  a  study  of  this  ^EI  conv.^^^^^ 

groups  of  discharge  planners  to  learn  about  the  discharge  process.  A  random  sample  of  1 .000  benefic.ane 
who  had  been  discharged  from  a  hospital  to  a  SNF  or  HHA  was  chosen  ---^^j;;— 
discharge  planners  who  assisted  the  beneficanes  we.e  also  sent  questionnaires.  The  '^^^'  J^J^^^^^^^ 
prepared  by  the  end  of  Operation  Restore  Trust.  While  cost  savings  were  not  expected,  patterns  of 
dLTaultL  among  beneficianes  could  lead  to  policy  changes  if  the  dissatisfied   eneficianes  were 
disproportionately  placed  in  post-acute  providers  that  were  affiliated  with  the  hospital. 

While  this  is  the  type  of  work  that  OEI  has  done  for  years.  OEI  staff  said  Operation  Restore  Trust  has  led 
Z  to  inv  ive  H?FA  staff  more  than  they  previously  would  have.  ORT  funds  were  used  to  pay  abo 
$30,000  m  costs,  mostly  for  a  personal  services  contract  for  a  member  of  the  project  team  but  also  for 
pnnting    No  estimate  was  available  of  the  cost  of  the  staff  members  who  did  the  study. 


1 .6  Texas 


1 .6.1  Overview 

The  ORT  effo„  i„  T=.as  .  a,^,e.     a  S.«™,  —  of  se.o,  ^^^^^l^;,™^ 
,hr=e  .a,or  co.poaen.  b-'^-  °f  ^  re  emC  u  genera,'  „,ee.  once  each  quaner.  al.hoogh 

mpetinas  are  now  more  focused  on  monitoring  progress  of  projects  alread>  unaerv  a 

meetings  are  now  M.u.c  lu  Tr^      end  recent  meet  nss  have  often  included 

open  to  staff  at  all  levels  of  the  agencies  participating  in  the  demonstration. 
..o.h,heO.T.e_Kas«,o™^^^ 

agencies,  especially  between  '^°'^-''^7;^„^p=J'',:"„t  appear  ,o  be  as  drama.c  ,n  Texas  as  ,n  n,ost 


relationships  rather  than  break  down  barriers  and  forge  new  relationships  between  these  two  ke\  pla>ers 
in  the  fraud  and  abuse  effort.  Nevertheless,  there  is  ample  evidence  that  ORT  has  led  to  a  major  increase 
in  both  the  sequence  and  frequency  of  collaboration  between  HCF.A  and  the  OIG  over  the  last  eighteen 
months. 

ORT  has  also  forged  new  relationships,  primanly  directed  toward  education  and  outreach,  between  AoA 
and  HCFA  and  the  OIG.  Staff  from  both  the  OIG  (pnmanly  the  01)  and  HCFA  have  been  involved  in 
the  initial  planning  stages  of  the  education  sessions  for  long-term  care  ombudsman  and  agency  network 
staff  developed  by  the  AoA  and  have  actively  participated  in  these  meetings  throughout  the  last  two  years. 

Other  features  of  ORT  whose  impacts  were  apparent  in  Texas  were  an  increased  focus  on  the  use  of 
technology  to  exploit  access,  integration,  and  analysis  of  data  for  selecting  target  areas  for  ORT  initiatives. 
This  is  especially  demonstrated  by  the  major  project  undertaken  by  the  OEI.  working  closely  with  HCFA 
and  the  State  Medicaid  Agency  to  create  a  database  for  Texas  Nursing  Home  Residents  with  patient  claims 
histories  from  both  the  Medicare  and  Medicaid  programs.  The  database  has  and  will  be  used  to  identify 
instances  of  duplicate  or  inappropnate  payments  in  either  program  and  as  a  tool  for  developing  future 
fraud  and  abuse  initiatives.  The  training  of  HCFA  and  OIG  staff  in  how  to  access  and  utilize  HCFA's  new 
Customer  Information  System  (HCIS)  is  further  evidence  of  the  increased  emphasis  on  enhanced 
technology  and  data  analyses  brought  about  by  ORT. 

In  terms  of  the  provider  types  targeted  by  the  initiatives  of  both  HCFA  and  the  OIG  in  Texas,  services 
provided  in  two  provider  settings,  home  health  and  nursing  homes,  seem  to  be  the  major  focus  at  the 
project  level  of  the  ORT  effort  in  Texas.  Both  HCFA  and  the  OAS  have  been  involved  in  major  projects 
examining  eligibility,  coverage,  and  medical  necessity  issues  in  the  home  health  setting,  including  the 
Phase  I  portion  of  the  precedent-setting  Home  Health  Agency  Survey  Project  in  1995  which  led  to  the 
replication  of  this  initiative  in  the  other  ORT  regions.  HCFA  and  OEI  are  also  working  closely  on  a 
number  of  nursing  home  projects,  most  examining  the  appropnateness  of  DME  and  other  services  billed 
to  Part  B  for  residents  of  these  facilities.  Many  of  the  nine  OEI  and  three  HCFA  projects  related  to  nursing 
homes  overlap  or  complement  each  other,  the  most  notable  being  an  OEI  project  to  design  and  develop 
the  combined  Texas  Medicare/Medicaid  Nursing  Home  Database  and  the  HCFA  project  to  utilize  the 
database  to  examine  issues  related  to  payment  duplication  between  the  two  programs  in  this  setting. 

1.6.2    01  Initiatives  in  Texas 

Unlike  its  two  sister  components  in  the  OIG.  the  Office  of  Investigations  (01)  in  the  Texas  RO  does  not 
have  any  formal  •'projects"  which  it  designed  and  directed  through  to  completion.  Instead  of  being  the 
developer  and  initiator  of  formal  projects.  OI  is  usually  involved  at  the  back-end  of  these  activities,  when 
situations  are  uncovered  of  potential  fraud  and  abuse  through  these  investigative  activities.  In  this  sense, 
the  01  in  Texas  has  played  a  role  in  many  of  the  formal  ORT  projects  conducted  by  all  major  ORT 
partners.  And  in  the  case  of  some  of  the  OAS  projects,  01  staff  have  sometimes  become  involved  in  these 
projects  in  mid-stream  or  earlier,  rather  than  at  the  conclusion  of  projects  as  is  usually  the  case.  These 
earlier  consultations  with  the  OI  usually  occur  when  OAS  staff  have  a  strong  suspicion  that  criminal  intent 
mav  be  revealed  in  an  audit  or  other  type  of  investigative  study.  Early  consultation  is  required  due  to  stnct 
federal  rules  that  draw  a  line  between  the  types  of  documents  and  records  that  can  be  obtained  through  an 
audit  and  those  that  can  be  obtained  through  an  investigation.  In  addition,  in  the  process  of  designing 
some  of  its  ORT  projects.  OAS  staff  have  often  consulted  with  01  and  OEI  staff,  as  well  as  HCFA  and 
others  for  their  insight  and  suggestions  on  methodological  and  other  approaches  to  issues/problems 
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targeted  by  particular  projects.  01  staff  have  also  been  involved  in  boih  the  design  and  execution  pha.se 
of  the  education  and  outreach  projects  developed  by  the  Ao.A  in  Te\a>. 


Thus,  since  01  had  no  formal  ORT  projects  per  se  under  its  immediate  direction,  we  asked  its  key  Texas 
officials  which  individual  ORT  projects  or  groups  of  projects  they  felt  were  the  most  important  in  terms 
of  combatting  fraud  and  abuse  over  the  short  and  long  term.  They  cited  the  following  as  the  most 
significant: 

•  HHA  Initiatives— These  involve  all  the  surveys  and  other  studies  of  the  Medicare  home 
health  benefit  both  in  Texas  and  in  all  the  other  ORT  regions.  These  initiatives  are  important 
because  of  the  proportion  of  Medicare  expenditures  consumed  by  the  industry,  its  rapid 
growth  over  the  last  several  years,  and  the  impression  that  the  benefit  was  out  of  control  and 
not  much  was  being  done  to  address  the  problem  until  ORT. 

DME  Initiatives — These  studies  at  the  regional  and  national  levels  are  important  because 
DME  is  a  second  benefit  area  in  Medicare  with  a  long  history  of  abuse.  Part  of  the  problem 
is  that  virtually  anyone  can  get  into  this  industry  with  very  modest  financial  commitments  and 
minimal  Medicare  provider  requirements  (although  HCFA  had  begun  to  address  this  issue 
through  its  National  Supplier  Cleannghouse  initiative).  Once  in.  Medicare  has  a  hard  time 
getting  them  out. 

•  Public  Outreach— These  initiatives  involving  all  ORT  panners  as  well  as  other  federal/state 
players  are  important  not  only  because  of  their  ability  to  produce  referrals  but  also  as  a  tool 
of  prevention.  The  better  educated  beneficianes  are  on  what  constitutes  fraud  and  abuse  in 
Medicare/Medicaid,  the  less  providers  will  be  tempted  to  engage  in  those  questionable  or 
illegal  activities.  01  staff  have  made  presentations  at  all  the  education  and  outreach  meetings 
in  Texas  organized  by  the  AoA. 

Among  all  the  above,  01  sees  the  collaboration  and  information  shanng  feature  as  the  single  most 
important  contnbution  of  ORT.  The  shanng  of  information  across  government  agencies  and  their 
contractors  makes  both  provider-focused  projects  and  general  education  and  outreach  activities  work  in 
the  detection  and  prevention  effort. 

In  terms  of  the  more  tangible  impact  of  ORT  on  the  Ofs  operations  in  Texas,  the  demonstration  allowed 
the  01  to  add  4  new  agents.  One  agent  has  since  left  the  Office  of  Investigations.  This  fourth  agent 
position  will  not  be  filled,  as  funding  has  now  mn  out  for  the  slot.  However,  the  real  payoff  of  this  added 
manpower  will  come  in  a  few  more  years,  as  it  takes  2  to  3  years  for  new  agents  to  get  up  to  speed  and 
become  fully  productive. 

Analysis  of  case-level  data  for  Texas  in  the  OIG's  Case  Information  Management  System  (CIMS) 
indicates  a  significant  increase  in  both  overall  case  workload  and  in  cases  resulting  in  civil  sanctions  under 
ORT.  The  01  attnbuted  the  case  increases  to  the  fact  that  it  went  out  to  other  law  enforcement  agencies, 
especially  the  FBI.  Postal  Inspection  Service.  IRS.  and  others  and  recruited  healthcare  cases  from  those 
sources.  As  for  the  increase  in  sanction  cases  in  Texas,  especially  compared  to  other  ORT  states,  the  01 
says  Texas  has  always  been  a  leader  in  terms  of  these  kinds  of  case  outcomes.  The  01  in  this  region  has 
actively  recruited  (again  from  other  law  enforcement  agencies)  sanction  cases  and  has  one  staff  member 
assigned  to  managing  the  civil  sanction  case  workload.  However,  the  01  suggested  that  it  would  never 
sacrifice  a  cnminal  case  for  a  sanction  case. 
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When  asked  whether  the  selection  of  provider  types  and  states  for  the  ORT  demonstration  \vere  on  target. 
01  interv  iewees  felt  that  providers  selected  were  the  best  in  terms  of  making  a  dent  in  healthcare  fraud. 
As  for  the  states,  with  hindsight,  they  now  would  include  Louisiana  in  the  target  group,  mainly  because 
of  where  it  stands  in  terms  of  home  health  cost  and  utilization  measures.  The  other  thing  they  would  do 
differently  if  they  were  planning  an  ORT-like  demonstration  again  would  be  to  emphasize  more  strongly 
and  devote  more  resources  to  building  and  using  more  sophisticated  and  integrated  databases,  such  as  the 
Texas  Medicare/Medicaid  Nursing  Home  Database,  with  which  more  focused  and  complex  analyses  can 
be  performed  not  only  to  target  studies  but  to  perform  preliminan,  analysis  of  referrals.  Often 
unproductive  referrals  can  be  closed  early  by  simply  having  direct  access  to  a  claims-based  database  to 
check  basic  details  of  allegations. 

In  terms  of  what  01  would  recommend  to  other  regions  if  they  were  beginning  an  initiative  similar  to  ORT. 
01  would  stress  the  following: 

Open  lines  of  communication  within  and  across  all  relevant  agencies  and  key  players; 

•  Study  where  fraud  and  abuse  is  occurring  in  the  region  and  focus  on  these  areas; 

Develop  lines  of  communication  outside  DHHS.  to  other  law  enforcement  agencies  and 
prosecutors;  and 

•  Get  state  healthcare  people  involved  in  the  project. 

Beside  additional  agents,  other  resources  of  ORT  that  had  the  most  impact  on  01  were; 

Use  of  staff  of  other  organizations  such  as  OAS.  HCF.A.  and  Medicare  contractors; 

•  Travel  funds  not  only  for  01  staff  but  for  USAO  travel  on  ORT  cases; 

•  Better  computer  hardware  and  software. 

As  to  whether  the  new  way  of  doing  business  brought  about  by  ORT  will  continue  beyond  the 
demonstration,  01  thinks  it  will  carry  over  as  long  as  there  is  funding.  OI  noted  that  in  fact  the  Steering 
Committee  meetings  and  active  collaboration  within  and  across  agencies  is  continuing  under  phase  2  of 
ORT.  now  known  officially  as  Project  ORT. 

1.6.3     OEI  Projects  in  Texas 

The  Office  of  Evaluations  and  Inspections  (OEI)  in  the  Dallas  RO  of  the  OIG  has  undertaken  an  ambitious 
group  of  projects  which  all  examine,  to  one  extent  or  another.  DME  and  other  Medicare  Part  B  items  and 
services  received  in  nursing  facilities  by  Medicare  beneficiaries.  When  asked  why  they  decided  to  focus 
their  studies  on  nursing  homes,  OEI  said  they  had  expenence  working  with  claims  data  for  nursing  home 
residents,  and  especially  Part  B  services  during  a  nursing  home  stay,  and  it  seemed  logical  to  focus  in  this 
area  especially  since  other  ORT  efforts  were  heavily  focused  on  HHA  and  DME.  In  keeping  with  OEfs 
usual  practice,  all  these  projects,  with  one  notable  exception,  the  Medicare/Medicaid  Nursing  Home 
Database  Project,  involved  inspections/evaluations  of  subject  issues  and  entities  on  a  national  level.  The 
Medicare/  Medicaid  Nursing  Home  Database  Project  at  this  time  is  limited  stnctly  to  Texas.  It  is  hoped 
that  this  massive  dual-program  database  will  prove  so  effective  at  the  state  level  in  identifying  aberrant 
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behaviors  and  program  weaknesses  and  vulnerabilities  that  it  will  ser\e  as  a  model  for  use  in  other  states 

•  and  at  the  national  level  to  identify  and  resolve  problems  in  both  these  public  healthcare  programs. 

New  Role  for  OEI 

The  Medicare/Medicaid  Nursing  Home  Database  Project,  in  addition  to  being  a  complex  technical 
undertaking,  also  signifies  perhaps  the  greatest  departure  from  OEI's  traditional  role  within  both  OIG  and 
HHS.  This  role  change  was  evident  in  two  characteristics  of  the  project.  First,  the  database  was  limited 
only  to  claims  from  the  Texas  Medicare  and  Medicaid  programs,  a  sharp  departure  from  OEFs 
conventional  practice  of  performing  national  evaluations  and  inspections.  Secondly,  rather  than  a  formal 
evaluation  or  inspection  employing  research  skills,  it  was  actually  a  database  development  project  niore 
typically  performed  by  computer  hardware  and  software  specialists. 

When  asked  what  led  them  to  this  expanded  role  and  project,  OEI  cited  a  combination  of  expertise, 
interest,  and  opportunity.  Its  expertise  in  data  manipulation  led  to  proposing  a  comprehensive  examination 
of  nursing  home  payments  in  Texas,  whereas  OEI  traditionally  does  national  studies  involving  sampling. 
With  ORT,  it  was  given  some  latitude  to  focus  on  one  state  and  gather  all  the  payment  data  available.  OEI 
central  office  management  looked  upon  this  venture  as  a  learning  experience  that  could  result  in  significant 
insight  and  results  which  could  be  used  for  targeting  work  by  OAS  and  01,  as  well  as  other  OEI  offices. 

Brief  descriptions  of  the  purpose  and  outcomes  of  each  OEI  ORT  project  appear  below  .  For  the  most  part, 
these  project  descriptions  are  based  on  narrative  summaries  provided  by  the  OEI  dunng  our  October  site 
visit  and  a  follow-up  conference  call  in  June  1997.  Where  appropriate,  we  have  added  additional 
descnptive  material  on  these  projects  provided  in  the  interviews  with  OEI  staff.  Where  available,  each 
project  description  closes  with  summary  data  involving  project  timing,  resources,  and  collaboration  with 
other  agencies. 

•  Database  Preparation  and  Review  of  Medicare/Medicaid  Payments  for  Texas  Nursing  Home 
Residents  (OEI-06-95-00220). 

The  objectives  of  this  project  were  twofold;  1 )  to  develop  a  database  containing  information  about 
Medicare  and  Medicaid  services  provided  to  Texas  nursing  home  residents,  and  2)  to  analyze  this  data  to 
identify  potential  fraud  and  abuse,  as  well  as  policy  and  program  vulnerabilities. 

As  noted  above,  this  is  the  most  ambitious  single  project  taken  on  by  any  of  the  ORT  agency  partners  in 
the  Dallas  region.  (Indeed,  in  technical  terms  it  is  arguably  the  most  ambitious  of  any  ORT  project 
nationwide.)  A  more  complete  descnption  of  the  massive  size  of  the  database  and  the  technical  problems 
encountered  in  its  development  can  be  found  in  the  OEI  Report:  "Texas  Nursing  Home  Database:  A 
Development  Plan"  (OEI-06-95-00220)  dated  February  1996.  Suffice  it  to  note  here  that  the  sheer  size 
of  the  database  required  OEI  to  use  trial  and  error  processes  and  purchase  new  computer  hardware  and 
software  to  transport  and  assemble  the  files  for  user-fnendly  retneval  by  all  components  of  the  OIG, 
HCFA.  and  other  Federal  and  State  entities  involved  in  the  Medicare/Medicaid  programs. 

This  project  began  in  August  1 995  and  construction  of  the  database  has  been  completed.  The  database 
consists  of  data  files  for  each  calendar  year  from  1992-1995.  These  files  are  maintained  on  the  HCFA 
mainframe  (SAS  files)  and  on  a  PC  located  in  the  Dallas  office.  Data  within  these  datasets  are  for  claims 
made  dunng  the  resident's  nursing  home  slay.  Reports  prepared  thus  far  for  this  project  include: 
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•  Database  L'ser's  Guide  (OEI-06-95-00220.  March  1997);  A  database  user's  guide  to  assist 
ORT  members  wishmg  to  utilize  the  data  from  this  project. 

•  Overview  of  Payments  (OEI-06-95-00222.  March  1997);  A  report  reviewing  the  extent  of 
payments  and  trends  using  this  database. 

Identification  of  Aberrant  Providers  (OEI-06-95-00221 .  March  1997):  This  report  lists 
several  providers  whose  billing  patterns  for  various  types  of  services  appear  aberrant.  The 
report  is  not  a  comprehensive  list  of  aberrent  providers.  Rather,  it  is  intended  to  give  other 
ORT  members  an  idea  of  how  the  database  can  be  manipulated  to  detect  suspect  providers. 

Analysis  Reports  (OEI-06-95-00223;  OEI-06-95-00224,  March  1997);  OEI  has  conducted 
considerable  analyses  thus  far  arraying  providers  by  such  factors  as  average  payment  per  day. 
average  payment  per  beneficiary  stay  and  percent  of  residents  within  the  nursing  home 
receiving  a  particular  type  of  service.  Other  analysis  has  been  done  using  such  criteria  as  the 
number  of  nursing  homes  a  provider  visits  annually,  the  number  of  beneficiaries  treated  on 
any  one  day  or  annually,  etc.  Based  on  this  analysis,  several  listings  have  been  produced. 
Several  providers  have  been  identified  for  review  by  OIG  Audit  and  Investigations,  and 
HCFA  and  its  contractors. 

OEI  worked  with  the  Texas  State  Medicaid  Agency,  HCFA.  other  OIG  components  on  this  project.  By 
the  end  of  the  demonstration.  OEI  had  used  about  S 1 2.000  in  ORT  funds  for  computer  hardware/software 
for  the  project.  It  is  important  to  emphasize  that  (apart  from  the  considerable  labor  time  not  counted  in 
this  figure)  how  little  the  costs  were  to  construct  this  database.  Contributing  to  these  low  costs  was  the 
fact  that  HCFA  covered  most  of  the  mainframe  CPU  costs  associated  with  data  analysis  and  downloading 
data. 

Enteral  Nutrient  Payments  in  Nursing  Homes  (Part  B  Payments)  (OEI-06-92-00861) 

The  purpose  of  this  project  was  to  examine  the  range  of  services  and  payment  mechanisms  for  enteral 
nutntion  services  provided  to  Medicare  patients  in  Medicare  nursing  homes,  apart  from  the  per  diem 
payments  made  to  the  facility.  The  project  began  in  April  1993  and  was  completed  in  March  1996. 
Although  it  began  in  the  pre-ORT  penod  it  is  considered  an  ORT  project  because  of  its  subject  matter  and 
because  ORT  resources  were  used  (at  least  partially)  on  the  project. 

In  its  report  for  this  study,  OEI  found  that  Part  B  payments  of  enteral  nutntion  are  excessive.  Medicare 
reimbursement  for  nutnents  substantially  exceeds  purchase  pnces  commonly  available  to  nursing  homes 
through  volume  purchasing  and  other  contractual  relationships,  often  by  about  42  percent.  No  incentives 
exist  for  nursing  homes  to  exert  their  buying  power  and  pass  the  savings  on  to  the  taxpayer.  Current 
coverage  of  enteral  nutrients  does  not  recognize  the  responsibility  of  nursing  homes  to  provide  a  minimum 
level  of  care,  including  a  nutntionally  balanced  diet,  without  added  cost  to  the  beneficiary.  Medicare  is 
vulnerable  to  fraud  involving  enteral  nutnents  when  they  are  used  as  a  food  supplement  (which  is  not 
covered  by  Part  B)  rather  than  as  the  pnmarv  source  of  nutntion  (which  is  covered).  OEI  offers  several 
options  ranging  from  not  allowing  Part  B  payment  for  nutnents  used  in  nursing  homes  to  lowering  the  Part 
B  reimbursement  rates  to  more  closely  parallel  nursing  home  preferred  pncing  levels.  OEI  estimates  that 
potential  savings  of  over  S4  million  annually  if  Medicare  were  to  change  its  reimbursement  policy  for 
enteral  nutnents  in  nursing  homes. 
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OEI  worked  with  HCFA.  and  the  Pan  B  earner  on  this  project.  Minimal  ORT  funds  were  expended  on 
printint  reports,  but  ORT  provided  the  framework  for  staff  resources  to  be  used  in  the  study. 

•  Overview  of  Medicare  Part  B  Payments  for  Residents  of  Nursing  Homes  (OEI-06-92-00865) 

This  study  also  began  pre-ORT  in  Apnl  1993  and  was  finalized  in  March  1996.  Its  purpose  was  to 
examine  the  range  of  services  and  payment  mechanisms  for  Part  B  services  provided  to  Medicare  patients 
in  Medicare  nursing  homes,  separate  from  the  per  diem  payments  made  to  the  facility. 

OEI  found  that  Medicare  charges  of  S4.1  billion  and  payments  of  S2.7  billion  were  made  in  1992  for  Part 
B  services  provided  to  nursing  home  residents.  The  Part  B  average  daily  charge  varied  significantly 
among  both  States  and  nursing  homes.  The  accessibility  and  vulnerability  of  nursing  home  residents 
provide  a  unique  opportunity  for  fraud,  waste,  and  abuse.  Program  vulnerabilities  include  possible 
duplicate  payments,  lack  of  oversight,  and  questionable  supplier  or  physician  practices. 

OEI  collaborated  with  HCFA  on  this  project.  Minimal  ORT  funds  were  expended  on  this  project  for 
printing  reports. 

•  Durable  Medical  Equipment  Payments  in  Nursing  Homes  (OEI-06-92-00862) 

This  study  began  in  April  1993  and  was  completed  in  March  1996.  Its  goal  was  to  examine  the  range  or 
services  and  payment  mechanisms  for  durable  medical  equipment  provided  to  Medicare  patients  in  nursing 
homes,  apart  from  the  per  diem  payments  made  to  the  facility. 

OEI  noted  that  Part  B  earners  allowed  as  much  as  S35  million  m  1992  for  DME  during  nursing  home 
stays.  Of  this,  $27  million  was  paid  by  Medicare.  The  remaining  S8  million  was  paid  by  or  on  behalf  of 
beneficiaries.  Cunent  mechanisms  are  inadequate  to  ensure  proper  payment  of  DME.  To  address  this 
vulnerability,  OEI  recommended  that  HCFA  clarify  the  definition  of  a  skilled  facility.  Assuming  a 
definition  that  results  in  75  percent  of  the  facilities  being  categonzed  as  skilled,  OEI  projected  that  annual 
savings  would  be  roughly  $23.5  million. 

OEI  collaborated  heavily  with  HCFA  and  DMERC  staff  on  this  study.  Its  biggest  challenge  was 
convincing  HCFA  to  take  on  the  issue  of  defining  a  skilled  facility.  While  agreement  between  OEI  and 
HCFA  was  reached  at  the  regional  level,  some  levels  of  DHHS  in  Washington,  DC  are  reported  to  oppose 
these  recommendations.  Minimal  ORT  funds  were  expended  on  this  project  for  printing  reports. 

•  Medicare  Payments  for  Non-Professional  Services  in  Skilled  Nursing  Facilities  (OEI-06-92- 
00864) 

This  study  began  in  December  1994  and  was  completed  in  June  1995.  Its  goal  was  to  examine  non- 
professional services  and  payment  mechanisms  for  those  services  provided  to  patients  in  Medicare  skilled 
nursing  facilities,  apan  from  the  per  diem  payments. 

OEI  found  that  cunent  Medicare  policies  may  inappropriately  allow  billing  of  non-professional  services 
to  Pan  B  dunng  Medicare  covered  SNF  stays.  Over  S70  million  was  allowed  by  Part  B  for  three  key 
services  provided  to  nursing  home  residents  in  1992  (enteral  nutntion,  incontinence  care,  and  surgical 
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dressings).  Paying  for  these  ser\  ices  and  supplies  under  Part  A  could  save  Medicare  money  and  reduce 
improper  incentives  for  providers.  Part  A  payment  would  also  save  beneficiaries  monev.  Codmg 
problems  exist  on  claims  submitted  for  these  services.  OEI  recommended  that:  1 )  HCFA  develop  a 
regulation  or  legislative  recommendation,  as  appropriate,  to  establish  an  enforceable  requirement  for  SNFs 
to  provide  covered  services  within  the  Part  A  payment  rate:  and  2)  HCFA  clarify  the  Residents"  Rights 
regulations  as  to  whether  the  care  and  services  defined  as  included  in  the  Medicare  and  Medicaid  rates  are 
required  to  be  provided  by  the  facility. 

OEI  worked  with  HCFA  on  this  project.  ORT  funds  were  not  used  in  this  project. 

•      Enteral  Nutrition  Therapy  Equipment  and  Supplies  in  Nursing  Homes  (OEI-06-95-00866) 

This  study  began  in  February  1996  and  was  completed  in  May  1997.  The  objective  was  to  describe  the 
extent  of  Part  B  payments  for  enteral  nutrition  therapy  equipment  and  related  medical  supplies  and  to 
discuss  Medicare  coverage  policy. 

OEI's  final  inspection  report  for  the  study  describes  the  extent  of  Medicare  Part  B  payments  and  potential 
vulnerabilities  related  to  enteral  nutrition  therapy  equipment  and  supplies  provided  to  residents  of  nursing 
homes.  It  found  that  current  Medicare  payment  policy  does  not  result  in  the  most  cost-effective  delivery 
of  enteral  nutntion  because  these  policies  fail  to  capitalize  on  market  forces  and  efficiencies  available  to 
nursing  facilities,  which  could  substantially  reduce  costs.  OEI  recommended  several  approaches  to  solve 
wasteful  spending  ranging  from  resolving  specific  areas  of  identified  excess  (e.g..  lowering  payment  rates) 
to  restructuring  the  global  payment  mechanism  for  Medicare  services  provided  to  nursing  facility  patients. 
Program  savings  are  estimated  to  be  between  S65  and  S216  million  annually,  depending  on  the 
recommendation  followed  by  HCFA.  HCFA  concurred  with  the  recommendations  made  in  this  report  and 
is  pursuing  a  number  of  actions  such  as  evaluating  the  reasonableness  of  payment  for  pumps  and  I-V  poles, 
applying  DME  reimbursement  criteria  to  1-V  pole  coverage,  and  pursuing  research  of  broader  payment 
restructunng  through  capitation,  competitive  bidding,  and  bundling  of  enteral  nutrition  services. 

OEI  worked  with  HCFA  on  this  study.  Minimal  ORT  funds  were  used  for  travel  in  this  study. 

Drug  Use  in  Nursing  Homes  (OEl-06-96-00080) 

This  important  and  multi-phase  study  began  in  February  1996  and  is  nearing  completion,  with  the  recent 
issuance  of  the  three  draft  reports  noted  below.  OEI's  purpose  was  to  describe  current  pharmaceutical 
services  provided  to  nursing  home  residents  under  Federal  programs  and  to  make  an  initial  assessment  of 
payment  amounts  and  quality  of  care  concerns  related  to  these  services. 

This  project  has  resulted  in  three  reports.  Two  of  these  reports  have  been  issued  as  OEI  drafts  at  this  lime. 
The  first  report.  Prescription  Drug  Use  in  Nursing  Facilities:  An  Introduction  Based  on  Texas  (OEI-06- 
96-0080.  May  1997),  describes  the  extent  and  types  of  payments  made  for  drugs.  The  data  shows  that 
inappropriate  drugs  are  still  being  prescribed  for  a  significant  portion  of  elderly  nursing  home  residents. 
Additionally,  the  costs  of  drugs  continue  to  increase  (especially  in  areas  such  as  gastrointestinal 
preparations).  The  second  report,  Prescnption  Drug  Use  in  Nursing  Facilities:  An  Inside  View  by 
Consultant  Pharmacists  (OEI-06-96-00081,  June  1997)  discusses  results  from  a  national  survey  of 
consultant  pharmacists  concenning  their  role  and  concerns  with  drug  prescribing  and  use  in  nursing  homes. 
Problems  and  concerns  raised  by  the  pharmacists  doing  drug  regimen  reviews  indicate  that  legislative  and 
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regulator)'  intentions  to  assure  high  quality  pharmaceutical  care  tor  nursing  home  residents  are  not  set  t'ulh 
realized.  According  to  these  pharmacists,  patients  are  experiencing  numerous  adverse  reactions  as  a  result 
of  inappropriate  prescnbing  and  inadequate  monitoring  of  the  usage  of  medications.  The  repon  suggests 
several  opportunities  for  improving  the  effectiveness  of  medication  reviews  for  patients  in  nursing  homes. 
The  third  report,  a  working  draft  entitled  Prescnptior  Drug  Use  in  Nursing  Facilities:  A  Pharmaceutical 
Review  of  Selected  Texas  Patients  (OEI-06-96-00082,  June  1997).  discusses  the  results  of  a  pharmacist 
review  of  medications  utilized  by  a  sample  of  nursing  home  residents  in  Texas.  Results  confirm  that 
inappropriate  drug  use  is  a  problem  for  significant  numbers  of  patients. 

OEI  collaborated  heavily  with  HCFA-HSQB  staff  for  pharmacist  and  drug  utilization  quality  of  care 
analysis  on  this  study.  ORT  funds  involved  about  SI 9.000:  SI 6.000  for  pharmacists"  review,  about  S3.000 
for  travel,  supplies,  and  the  miscellanous  costs  of  report  preparation. 

From  the  above  project  descriptions  and  interviews  with  OEI  staff,  the  major  impacts  of  ORT  on  Texas 
OEI  activities  can  be  summarized  as: 

•  ORT  funds  allowed  OEI  to  initiate  projects  it  had  never  undertaken  before,  such  as  the  Texas 
Nursing  Home  Database  project.  OEl's  past  work  had  never  before  entailed  such  a  unique 
and  massive  database  construction  project.  Nor  had  OEI  generally  done  studies  limited  to  one 
state. 

•  ORT  funds  have  also  allowed  OEI  to  develop  projects  that  require  travel  (outside  the  region) 
and  secure  the  services  of  physician^,  and  pharmacists  for  medical  review  in  projects  such  as 
the  Drug  Study.  Without  ORT  funds  the  drug  project  would  not  have  been  considered. 

•  The  collaborative  culture  engendered  by  ORT  allowed  OEI  to  request  and  receive  greater 
assistance  from  HCFA.  its  contractors,  and  other  OIG  components  than  would  have  been 
requested  without  the  mitiative. 

Finally,  as  is  usual  with  OEI  evaluations  and  inspections,  all  its  projects  whether  in  progress  or  completed, 
usually  result  in  both  the  identification  of  specific  weaknesses  and  vulnerabilities  within  healthcare 
programs  and  recommendations  for  correcting  or  eliminating  these  weaknesses  through  policy  changes. 
All  the  projects  described  above  have  or  will  result  in  these  two  categones  of  outcomes. 

1.6.4         OAS  Projects  in  Texas 

The  Office  of  Audit  Services  (OAS)  of  the  OIG  in  Texas  is  involved  in  four  specific  projects  classified 
as  ORT.  Each  project  is  described  in  summary  form  below. 

Home  Health  Agency  Project 

This  project  had  two  stages.  In  the  first  stage.  OAS  staff  selected  the  three  largest  HHAs  in  Texas  as 
measured  by  total  Medicare  payments  and  other  screening  criteria  and  visited  25  patients.  The  objectives 
of  the  visits  was  to  examine  whether  the  beneficiary:  1 )  was  homebound;  2)  received  the  services  billed 
to  the  program:  and  3)  had  medical  need  for  the  services  billed/provided.  Although  payment  data  from 
HCFA's  analytic  file  was  the  pnmary  measure  used  to  select  the  three  agencies,  OAS  also  consulted  with 
HCF.A.  RHHI  and  state  survey  agency  staff  to  identify  problem  providers  at  these  entities.  Accompanying 
OAS  staff  in  these  patient  visits  were  nurse  reviewers  from  both  HCFA  and  the  RHHI.  The  inclusion  of 
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these  staff  from  other  entities  was  a  sharp  depanure  from  OAS'  pnor  evpenence  and  is  a  notable  impact 
ofORT. 

The  second  stage  of  this  project  involved  a  more  focused  medical  review  of  100  patients  of  the  worst 
agency  included  in  stage  one.  Visits  to  the  homes  of  these  100  patients  and  to  their  attending/referring 
physicians,  as  well  as  medical  record  review  at  the  provider  site  by  FI  and  HCFA  reviewers  was  also 
performed  in  this  stage.  Review  of  records  of  these  100  patients  indicated  a  very  high  error  rate,  above 
80%  on  their  claims.  As  a  result.  OAS  prepared  a  report  of  its  findings  to  the  01.  which  is  now  pursuing 
the  case  on  a  criminal  basis.  As  a  result  of  the  findings  for  this  provider.  OAS  also  performed  a  full 
financial  audit  of  the  provider's  Medicare  Cost  Reports.  OAS  staff  were  assisted  on-site  in  the  audit  by 
FI  auditors  and  by  HCFA  staff  who  were  experts  on  the  technical  complexities  of  Medicare's  cost 
reporting  requirements.  This  involvement  of  FI  and  HCFA  staff  in  the  financial  audit  was  also  a  specific 
ORT  impact  noted  by  OAS.  At  the  beginning  of  phase  two.  OAS  had  a  pre-audit  consultation  with  01 
before  the  second  stage  began  and  consulted  with  OI  throughout  its  medical  review  and  financial  audit  but 
was  careful  not  to  cross  the  line  between  an  audit  and  investigation. 

Phase  one  of  this  project  began  in  1995  with  the  selection  of  the  top  three  HHAs  for  on-site  medical 
reviews.  Over  both  phases  of  the  project  OAS  estimates  it  used  about  545.000.  mostly  in  travel  funds,  on 
the  medical  review  audits.  For  the  financial  audit  of  the  provider's  cost  reports.  OAS  used  about  S43.000. 
mostly  on  travel  costs.  OAS'  annual  travel  budget  apart  from  ORT  is  only  about  SI  80.000.  so  without 
ORT  funds,  this  project  would  probably  never  have  been  undertaken.  OAS  also  reimbursed  the  FI  for  the 
related  travel  costs  of  its  staff  through  these  additional  ORT  funds.  OAS  has  plans  to  perform  additional 
provider-specific  audits  of  HHAs  and  DME  suppliers  in  phase  2  of  ORT. 

Hospice  Project 

OAS  conducted  audits  at  three  hospice  providers  in  Texas.  The  audit  of  one  hospice  provider  was 
performed  as  an  assist  to  Region  V  OAS  staff  This  was  a  hospice  located  in  Texas  that  was  pan  of  a 
national  chain  being  audited  by  Region  V.  The  other  two  Texas  hospices  were  targeted  for  audits  initially, 
at  least,  from  a  list  of  the  top  ten  Texas  hospices  with  the  largest  number  of  Medicare  beneficiaries.  The 
list  was  prepared  by  HCFA  BDMS  staff  using  HCIS  relational  database  data.  To  pare  down  the  list  and 
select  the  final  two  hospices  for  review,  OAS  staff  engaged  in  the  following  types  of  collaboration: 

worked  with  HCFA  BDMS  staff  to  obtain  better  measures  of  hospice  utilization  from  the 
HCIS  database  and  refine  the  list  of  10; 

discussed  each  of  the  10  hospices  with  officials  of  the  Te\a>  Department  of  Public  Health 
responsible  for  certification  and  licensure  of  these  providers: 

met  with  representatives  of  the  Texas  Hospice  Association,  told  them  they  were  going  to 
review  a  few  hospice  providers  in  the  state  and  asked  for  recommendations  on  how  these 
providers  should  be  selected;  and 

met  with  the  Peer  Review  Organization  (PRO)  in  Texas  to  arrange  for  their  physicians  to 
perform  on-site  review  of  medical  records  at  the  selected  hospices. 
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According  to  OAS.  this  amount  of  collaboration,  both  in  terms  of  exploiting  the  capabiHties  of  a  new  and 
advanced  database  resource  at  HCF.'^.  and  m  terms  of  meeting  with  state  Hcensure  officials  and  industn,' 
representatives,  was  ver>'  unusual  and  most  certainly  would  not  have  happened  outside  the  context  of  the 
ORT  demonstration.  The  targeting  of  specific  providers,  selected  on  discrete  measures  likely  to  indicate 
abuse,  such  as  patients  in  hospices  over  210  days  and  patients  discharged  for  reasons  other  than  death,  was 
also  rarely,  if  ever,  done  in  the  past  and  a  distinct  impact  of  ORT.  Most  OAS  audits  in  the  past  were 
nationwide  in  scope,  concerned  with  general  matters  of  program/policy  compliance  across  a  benefit  or 
provider  group.  Targeting  of  specific  providers  with  utilization  indicators  suggesting  abuse  was  almost 
never  done  by  OAS  prior  to  ORT.  Under  ORT.  OAS  focused  more  on  enforcement  and  individual 
provider  compliance  than  on  compliance  on  a  program-wide  level. 

OAS'  role  then  was  to  work  with  HCFA  and  consult  with  those  other  sources  to  select  the  two  hospices 
in  Texas  for  review.  It  also  developed  the  sampling  protocol  of  specific  patients  at  each  hospice  whose 
records  were  to  be  reviewed  by  the  PRO  physicians.  These  medical  review  audits  have  been  completed 
and  OAS  has  prepared  draft  reports  to  the  RHHI  on  the  two  Texas  hospices  it  selected  for  review  and 
forwarded  work  papers  to  OAS  Region  V  on  the  hospice  it  audited  for  them.  Major  findings  were  that  the 
eligibility  error  rates  in  Texas  hospices  (at  about  33  percent)  are  about  half  the  estimated  60  percent  at  the 
national  level.  ORT  resources  used  in  these  audits  were  modest,  about  S2.000  in  travel  costs. 

At  the  present  time,  OAS  has  no  plans  to  repeat  the  hospice  audits,  although,  as  noted  earlier,  it  plans  to 
conduct  more  HHA  and  DME  audits  under  phase  2  of  ORT.  OAS  also  thinks  it  is  essential  to  step  back 
from  individual  provider-level  audits  to  look  at  system/program-wide  issues.  With  additional  funding 
under  Kennedy/Kassebaum.  OAS  will  still  collaborate  and  consult  more  with  its  other  OIG  components. 
HCFA.  and  others  but  believes  the  pressure  will  be  on  recoupments.  This  means  returning  more  often  to 
the  big  ticket  provider  areas  like  hospitals. 

DME  Project 

This  project  is  focused  on  DME  suppliers  who  are  providing  nebulizer  drugs  without  the  expertise  of  a 
pharmacist.  The  major  area  of  concern  is  that  without  pharmacist  input,  patients  may  be  using  multiple 
bronchodilator  drugs  that  are  contraindicated.  OAS  has  consulted  with  the  OEI  and  the  DMERC  on  this 
study.  OEI  had  done  a  pnor  study  on  this  issue.  They  have  also  talked  to  HCFA  but  HCFA  is  not  heavily 
involved  in  this  project.  Finally,  they  have  met  with  four  Texas  suppliers.  To  date,  they  have  not  really 
found  a  problem  with  contrajndicated  drugs  but  have  found  some  problems  with  upcoding  in  billings  and 
the  payment  of  physician  referral  fees  (i.e.,  kickbacks)  by  some  suppliers.  OAS  is  working  with 
Department  of  Justice  officials  on  possible  kickback  arrangements  involving  two  suppliers. 

This  project  started  in  mid-September  1996.  Staff  in  the  OAS  Little  Rock.  AR,  office,  and  one  person  in 
Baltimore  worked  on  this  and  have  used  about  SI  8.000  in  ORT  travel  funds  (to  Texas)  for  this  project. 

Review  of  Ancillary  Drugs  in  SNFs 

OAS  Texas  staff  worked  with  their  counterparts  in  Region  IX  on  this  study.  OAS  investigated  whether 
SNFs  were  charging  for  supplies  that  should  have  been  included  in  the  inclusive  daily  rate.  This  was  a 
nationwide  study,  with  Region  IX  taking  the  lead.  In  this  sense,  this  project  is  closer  to  OAS'  traditional 
program-wide  studies  than  the  others  discussed  above. 


Abt  Associates  Inc, 


Appendix  1:  Review  d  the  ORT  Regions  and  Comparison  States 


1-91 


OAS  Texas  involvement  started  in  May  1996  and  they  completed  three  SNF  audits  in  Texas.  They  have 
used  the  FI  in  Texas  and  HCFA  in  a  technical  assistance  role  on  these  audits.  ORT  funds  expended  to  the 
project  were  modest — about  S3. 000.  most  of  it  for  travel. 

1.6.5         HCFA  Projects/Initiatives  in  Texas 

The  regional  office  (RO)  staff  of  HCFA  are  involved  in  four  major  ORT  projects  and  have  been  involved 
on  a  collaborative  basis  in  many  other  projects  directed  by  various  components  of  the  OIG  and  the 
education  and  outreach  programs  generally  initiated  by  the  AoA.  HCFA's  projects  spanned  all  the 
provider  types  targeted  by  ORT  except  hospice  providers.  By  far,  its  largest  project  involves  an  extended 
three-phase  Home  Health  Agency  Project  utilizing  state  surveyors  to  visit  agencies  and  samples  of  patients 
recommended  by  the  RHHI  to:  1 )  identify  violations  of  certification  and  coverage  rules;  2)  recover  any 
overpayments  discovered;  and  3)  terminate  any  agencies  failing  condition  of  participation  rules.  Other 
projects  include  the  use  of  a  combined  Medicare/Medicaid  database  of  nursing  home  episodes  for  dually 
eligible  beneficiaries  to  investigate:  1 )  whether  services  billed  to  Medicare  Part  B  met  Medicare  coverage 
requirements  and  if  any  duplicate  billing  to  both  programs  may  have  occurred;  2)  the  use  of  DME  services 
by  Medicare  beneficiaries  in  sidlled  nursing  facilities;  and  3)  a  project  currently  underway  to  utilize  State 
surveyors  to  investigate  the  medical  records  of  20  beneficiaries  at  five  Texas  SNFs  with  aberrant 
utilization  patterns  to  determine  if  selective  types  of  services  billed  met  Medicare's  coverage  and  medical 
necessity  guidelines.  Each  of  these  projects  is  described  in  more  detail  below. 

Home  Health  Agency  Survey  Project 

The  first  phase  of  the  Home  Health  Agency  Survey  Project  was  conducted  between  Apnl  and  September 
1995  in  Texas  and  Louisiana,  the  two  states  in  the  region  with  the  largest  number  of  HHAs.  the  highest 
reimbursement,  and  what  was  perceived  to  be  the  most  serious  and  widespread  instances  of  program 
abuse.  The  objectives  of  the  project  were  as  follows: 

•  To  determine  the  efficacy  of  utilizing  State  Agency  (SA)  surveyors  on  site  visits  to  agencies 
and  their  patients  in  identifying  aberrant  billing  problems,  potential  coverage  problems,  and 
other  indicators  of  potential  fraud  or  program  abuse; 

•  To  systematize  the  exchange  of  HHA  information  between  the  SAs  and  the  RHHI  which 
would  assist  the  RHHI  in  identifying  inaccurate  billing,  potential  coverage  problems,  and 
potential  fraud  and  abuse,  and  assist  the  SA  in  identifying  potential  certification  and  quality 
of  care  problems; 

To  determine  the  impact  of  the  data  exchange  on  quality  of  care  outcomes;  and 

•  To  identify  areas  where  HCFA  regulations  and/or  policy  require  modifications. 

Prior  to  the  surveyors'  beginning  the  pilot,  the  RHHI  provided  them  with  training  on  Medicare  HHA 
coverage,  policy,  and  billing  rules.  The  training  emphasized  the  concept  of  "homebound"  and  included 
an  understanding  of  the  RHHI's  systems  reports  of  billed  charges. 

In  order  to  focus  the  pilot  on  the  areas  which  were  both  the  most  egregiously  abused  and  the  least  open 
to  subjective  interpretation,  the  areas  of  review  were  limited  to:  1 )  beneficiaries  who  are  obviously  not 
homebound:  2)  billed  services  which  were  not  provided:  and  3)  inappropriately  billed  supplies.  These 
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three  areas  were  selected  as  the  RHHI  found  them  difficult  to  confirm  by  reviewing  the  documentation  in 
the  medical  records  furnished  by  HHAs.  That  is.  the  RHHI  could  not  always  assure  coverage  of  the 
service  based  on  such  documentation  as  progress  notes,  supply  lists,  etc.  which  could  be  altered  before 
being  sent  to  the  RHHI.  . 

Prior  to  the  pilot  the  RHHI  sent  the  Louisiana  and  Texas  SAs  a  ranked  list  of  agencies  where  it  believed 
there  were  problems  in  the  three  areas  included  within  the  scope  of  the  pilot.  The  RHHI  also  sent  a 
summary  of  the  reason  each  HHA  was  placed  on  the  list.  The  HHAs  were  selected  on  the  basis  of  data 
drawn  from  the  following  sources: 

•  Referrals  made  to  the  RHHI's  Benefits  Integrity  Unit: 

•  Information  obtained  previously  in  focused  medical  reviews; 

•  Prior  denials  from  prepayment  and  postpayment  review; 

•  An  analysis  of  billing  for  supplies  done  by  the  RHHI's  Medical  Review  Unit; 

•  Referrals  for  provider  education  made  previously  by  the  Medical  Review  Unit:  and 

•  Bill  volume  and  reimbursement. 

Following  notification  from  the  SA  that  an  agency  had  been  selected  for  a  pilot  review,  the  RHHI  provided 
the  SA  with  a  current  beneficiary/claims  report  for  20  beneficiaries  for  whom  the  HHA  had  submitted  bills 
for  one  or  more  of  the  three  areas  considered  in  the  pilot  and  for  whom  the  RHHI  suspected  inappropriate 
billing.  The  beneficiary/claims  report  provided  identifying  information  for  the  specific  beneficiary  and 
claims  data  according  to  UB-92  coding.  All  dates  of  service  were  no  earlier  than  the  90  days  pnor  to  the 
State's  notification  to  the  RHHI  that  the  agency  had  been  selected  for  pilot  review. 

During  the  on-site  visit  the  SA  first  completed  the  annual  recertification  survey,  following  the  instructions 
in  the  State  Operations  Manual  (SOM).  including  the  review  of  a  random,  stratified  sample  of 
beneficiaries.  After  completing  the  annual  recertification  survey,  the  S.\  conducted  the  pilot,  reviewing 
the  medical  records  for  10  sample  beneficianes  selected  by  the  RHHI  as  well  as  conducting  home  visits 
for  these  same  10  beneficiaries.  In  addition  to  gathenng  information  to  support  Medicare  coverage  or 
denial  of  the  services  provided  to  the  10  pilot  beneficianes,  the  SA  also  completed  the  survey  modules. 
This  process  was  in  keeping  with  the  objective  to  determine  the  impact  of  this  sampling  process  and  data 
e.xchanges  on  quality  of  care  outcomes. 

After  completing  the  review,  the  SA  sent  the  RHHI  a  narrative  report  of  its  observations  and  specific 
findings,  including  documentation  to  support  such  findings.  The  S.A  also  sent  the  RHHI  information  on 
anv  potential  inappropnate  billing  situations  that  pertained  to  beneficianes  covered  by  the  annual 
recertification  survey  or  any  other  potentially  abusive  siuiations  obser\  ed.  Upon  receiving  the  reports  from 
the  SA,  the  RHHI  Medical  Review  staff  reviewed  the  findings  and  supporting  documentafion  and  made 
appropriate  denials  of  services. 

In  the  6-month  period  during  which  the  pilot  was  conducted.  April-September  1995,  the  Texas  SA 
completed  pilot  reviews  on  10  beneficiaries  at  43  HHAs.  and  the  Louisiana  SA  completed  reviews  on  10 
beneficianes  at  3 1  HHAs,  for  a  total  of  740  beneficianes  in  74  HHAs. 
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Upon  reviewing  the  narratives  and  documentation  sent  to  them  by  the  SAs.  the  nursing  staff  at  the  RHHI 
concurred  with  each  of  the  SA's  findings  and  denied  ser\  ices  accordmgK.  Phase  I  of  the  project  yielded 
the  following  results  in  services  denied: 

•  The  denied  services  represented  $365,716  recovered  in  Louisiana  and  S424.481  in  Texas 
(total  savings  of  S790, 1 97)  for  an  administrative  cost  of  S 1 1 6,527. 

•  In  Louisiana,  146  beneficiaries  had  some  or  all  services  denied  for  the  90-day  period  under 
review.  In  Texas.  143  beneficiaries  had  some  or  all  services  denied.  That  represents  39 
percent  (289  of  740)  of  all  the  beneficiaries  reviewed. 

•  About  1  percent  (2  of  289)  of  the  denials  were  made  because  the  billed  services  were  not 
provided. 

•  Nearly  30  percent  (86  of  289)  of  the  denials  were  made  on  supplies  that  were  not  medically 
necessary. 

•  Nearly  70  percent  (202  of  289)  of  the  denials  were  because  the  beneficiary  was  not 
homebound. 

•  Approximately  96  percent  ($757,077)  of  the  dollars  denied  were  attributed  to  beneficiaries 
who  were  found  not  to  be  homebound. 

•  In  Louisiana,  90  percent  (28  of  31 )  of  the  HHAs  had  some  or  all  services  denied  for  the 
sample  beneficiaries  for  the  90-day  period  under  review.  In  Texas,  88  percent  (38  of  43)  of 
the  HHAs  had  some  or  all  services  for  the  sample  beneficianes  denied.  That  represents  89 
percent  (66  of  74)  of  all  the  HHAs  reviewed. 

In  addition  to  the  information  on  the  beneficiaries  selected  for  the  pilot,  personnel  involved  in  the  pilot 
made  315  referrals  on  potentially  abusive  billing  situations  involving  non-pilot  beneficiaries.  Most  of 
those  referrals  pointed  to  unnecessary  services  and  beneficiaries  who  were  not  homebound,  but  also 
brought  to  light  such  things  as  inconsistencies  between  the  plan  of  care  and  the  patient's  condition, 
services  not  furnished  according  to  instructions  in  the  plan  of  care,  and  lack  of  physician's  orders  for  billed 
services. 

The  results  of  Phase  I  of  the  project  were  disseminated  throughout  the  HCFA/OIG  central  and  regional 
office  ORT  teams.  The  project's  objectives  and  general  methodologies  soon  became  the  model  on  which 
other  ORT  regions  developed  their  own  projects  to  survey  home  health  agencies.  To  date,  similar  projects 
involving  surveys  of  HHAs  have  or  are  being  conducted  by  every  other  ORT  region.  This  project  is  also 
significant  because  it  represents  a  different  way  of  doing  business,  for  HCFA  as  well  as  the  SAs  and 
RHHIs  involved.  It  represented  the  first  time  that  collaboration  of  this  sort  had  taken  place  among  these 
major  players  to  focus  exclusively  on  coverage  and  medical  necessity  problems  in  the  home  health  benefit. 
Prior  to  the  project,  state  surveyors  in  the  course  of  their  normal  cenification  surveys  had  seen  many 
abuses  or  questionable  practices  which  never  seemed  to  be  addressed  or  corrected  by  the  Medicare 
program.  Bv  working  on  this  project,  surveyors  could  see  HCFA.  the  OIG,  and  other  responsible  agencies 
were  finally  taking  steps  to  identify  and  hopefully  correct  not  only  the  short-term  instances  of  violations 
but  were  also  identifying  the  broader  systemic  program  weaknesses  which  allowed  these  problems  to  exist. 
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Phase  I  of  this  project  led  HCFA  to  develop  the  following  four  major  recommendations  to  address  these 
systemic  weaknesses  in  the  program: 

•  Continue  the  data  exchange  between  the  RHHI  and  the  SAs  in  Texas  and  Louisiana  and 
expand  the  data  exchange  to  other  regions; 

•  Develop  a  statement  for  home  health  agencies  to  certify  their  understanding  of  the  Medicare 
homebound  requirements  to  support  the  RHHFs  rebuttal  of  the  favorable  presumption  waiver 
of  liability; 

•  The  Health  Standards  and  Quality  Bureau  of  HCFA  should  revise  Medicare  regulations  at  42 
CFR  484. 1 8  and  484.30  to  include  the  definition  of  homebound; 

•  The  sampling  methodology  used  by  SAs  should  be  changed  to  support  the  RHHFs 
projections  of  overpayments  to  the  universe. 

In  Phase  n  of  the  project  which  covered  the  period  April  to  September  1996,  HHAs  in  Tennessee  were 
added  to  the  protocol  along  with  those  in  Texas  and  Louisiana.  The  methodology  also  changed  in  Phase 
n  to  select  random  samples  of  claims  from  all  HHAs  in  these  states  rather  than  the  specifically  aberrant 
HHAs  used  in  Phase  L  and  for  the  SAs  to  use  the  RHHI  claims  samples  for  each  agency  for  the  dual 
purposes  of  both  the  annual  recertification  process  and  the  coverage/medical  necessity  review  process  as 
well.  Thus,  Phase  n  integrated  the  quality  of  care  and  billing  components  of  the  survey  process. 

All  told,  twelve  Texas  HHAs  have  been  surveyed  under  the  Phase  11  survey  protocol.  The  RHHI  has 
completed  its  review  of  the  findings  of  the  surveyors  on  the  coverage  issues.  On  the  certification  issue, 
one  HHA  has  been  terminated,  and  two  others  are  in  the  preliminary  stages  of  being  terminated  from  the 
program. 

HCFA's  total  ORT  expenditures  for  Phase  I  of  the  project  were  S 11 6.527,  all  paid  to  the  SA  in  Texas  for 
its  surveys  in  that  state.  The  RHHI  received  no  additional  funds  from  HCFA  for  its  major  role  in  the 
project. 

Phase  in  of  the  project  will  involve  on-site  reviews  of  at  least  fourteen  HHAs  in  Texas  to  look  at  similar 
billing  and  quality  of  care  issues.  However,  to  select  these  agencies,  HCFA  RO  staff  used  the  HCIS 
database  to  which  they  have  on-line  access  in  the  RO.  HCIS  is  the  new  relational  database  developed  by 
HCFA  EDMS  that  facilitates  selection  and  manipulation  of  important  cost  and  utilization  trends,  both  in 
the  aggregate  and  at  the  regional,  state,  provider  type,  and  beneficiary  levels  to  identify  outlier  providers 
on  particular  measures.  The  HHAs  selected  for  Phase  EH  will  be  those  whose  billing  and  payment  histories 
demonstrate  patterns  of  potentially  inappropnate  service  provisions.  Phase  III  is  continuing  past  the  end 
of  ORT.  As  of  June  1997,  reviews  had  been  completed  at  1 1  of  the  14  HHAs  included  in  Phase  III,  with 
reviews  of  the  remaining  3  HHAs  to  be  performed  later  in  fiscal  year  1997.  HCFA  also  has  plans  to 
continue  these  types  of  surveys  under  "Wedge  Funding"  beyond  the  24-month  demonstration  period  of 
ORT. 

As  of  June  1997,  a  total  of  $9,138,644  in  overpayments  have  been  identified  through  all  three  phases  of 
the  project,  of  which  slightly  over  S4.000.000  had  been  recovered  to  date  by  the  RHHI. 
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Review  of  Ancillary  Services  for  Nursing  Home  Residents 

This  is  the  formal  title  for  HCFA"s  portion  of  a  joint  project  with  the  OIG  to  exploit  the  trend  analysis 
capabilities  of  OEFs  Medicare-Medicaid  Nursing  Home  Database  for  Texas.  The  purpose  of  the  project 
is  to  determine  what  Part  B  services  (other  than  DME)  are  being  provided  to  patients  in  nursing  homes, 
and  to  identify  entities  that  appear  to  be  abusing  the  program.  HCFA  completed  this  project  towards  the 
end  of  the  demonstration  when  it  obtained  and  analyzed  data  about  ancillary  services  used  in  nursing 
facilities  from  the  OEI  database.  After  HCFA  reviewed  the  data  and  identified  potential  aberrant 
providers,  it  turned  the  data  over  to  BCBSTX,  the  local  fiscal  carrier  and  intermediary,  for  its  own  review 
and  appropriate  follow-up. 

According  to  HCFA  officials,  the  contractor  is  continuing  to  review  the  data  and  is  also  trying  to  develop 
the  resources  to  be  able  to  take  appropriate  action  against  aberrant  providers.  These  HCFA  officials 
indicated  that  resources  for  both  HCFA  and  contractors  have  not  improved  in  the  post-ORT  period.  The 
paradox  is  that  as  a  result  of  ORT  they  have  this  powerful  analysis  tool  ■ —  the  Medicare-Medicaid  Nursing 
Home  Database  —  but  no  resources  to  fully  utilize  this  tool.  The  other  irony  is  that  now  that  the  OIG  and 
FBI  have  more  resources  for  healthcare  fraud  investigations  as  a  result  of  Kassebaum-Kennedy.  they  have 
been  putting  more  pressure  on  HCFA  and  Medicare  contractors  to  assist  them  with  claims  data  and  other 
help  in  these  cases  while  HCFA  and  contractors'  program  integnty  resources  remain  limited.  So  we  can 
expect  to  see  more  situations  in  which  HCFA  and  the  contractors"  ability  to  support  these  formal 
investigations  are  senously  hampered  by  these  resource  constraints. 

Review  of  Part  B  Payments  for  DME  to  Nursing  Home  Patients 

A  third  HCFA  project  is  a  Review  of  Part  B  Payments  for  DME  to  Patients  in  Nursing  Homes  (TX03). 
The  purpose  of  this  project  is  to  identify  instances  where  Medicare  Part  B  has  erroneously  paid  for  DME 
items  to  patients  who  reside  in  nursing  homes  in  Texas  that  are  determined  to  be  skilled  level  of  care. 
Medicare  Part  B  does  not  cover  DME  items  provided  to  beneficiaries  in  skilled  nursing  facilities  (SNFs) 
since  such  facilities  are  not  considered  the  patient's  home.  To  conduct  this  project,  HCFA  worked  closely 
with  the  State  Medicaid  Agency  and  the  DMERC.  From  the  State.  HCFA  obtained  Medicaid  claims 
history  for  dually  eligible  (Medicare/Medicaid)  patients  for  the  penod  January  1994  to  June  1996.  The 
DMERC  then  matched  the  Medicaid  SNF  inpatient  stay  episodes  to  their  Part  B  DME  payment  history 
for  the  same  time  period  to  identify  payments  while  beneficiaries  were  residing  in  SNFs. 

Although  at  first  glance  this  project  appears  to  involve  a  relatively  straightforward  process  of  using 
computers  to  match  SNF  and  DME  episodes  for  Medicare/Medicaid  patients,  HCFA  reports  this  was  a 
very  labor-intensive  project  because  of  ambiguities  in  the  criteria  at  both  the  State  and  Federal  levels  in 
how  to  determine  if  a  nursing  home  is  skilled.  HCFA  staff  spent  considerably  more  hours  researching  both 
state  and  federal  statutes  and  regulations  on  this  issue,  and  determined  that  it  had  to  make  such  a 
determination  on  a  facility-to-facility  basis  before  it  or  the  DMERC  could  decide  that  the  DME  should  not 
have  been  covered  by  Part  B.  Thus,  although  the  project  formally  began  in  1995.  the  project  encountered 
considerable  delays  due  to  the  need  to  make  the  decision  on  whether  facilities  identified  in  the  data  match 
were  skilled.  Once  such  decisions  were  made,  the  DMERC  calculated  a  total  overpayment  of  S2  million 
from  about  500  suppliers  in  Texas.  As  of  May  22,  1997,  the  DMERC  had  recovered  SI  ,794.1 14,  or  close 
to  90'7f  of  these  overpayments,  from  these  suppliers. 

No  ORT  funds  were  used  on  this  project.  In  addition  to  the  State  Medicaid  Agency  and  the  DMERC, 
HCFA  also  worked  closely  with  OEI  staff  because  of  their  earlier  study  of  this  issue.  It  also  worked  with 
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the  DME  and  nursing  home  associations  in  Texas  on  the  need  to  educate  providers  that  Part  B  does  not 
cover  DME  to  patients  in  SNFs  since  such  facilities  are  not  considered  the  patient's  home. 

HCFA  RO  staff  say  this  project  is  also  being  replicated  in  other  regions,  such  as  New  York.  ever,  though 
the  Dallas  RO  has  warned  those  regions  about  the  skilled  nursing  facility-level  issue  and  its  implications 
on  staff  time.  Besides  the  $2  million  potential  recoupment,  this  project  allowed  HCFA  RO  staff  to  identify 
the  need  for  policymakers  at  the  national  level  to  address  the  following  systemic  needs; 

•  a  nationally  consistent  policy  and  set  of  standards  on  which  nursing  facilities  should  be 
classified  as  skilled:  and 

•  whether  Medicare  or  Medicaid  should  foot  the  bill  for  medically  needed  DME  for  dually 
eligible  beneficiaries  residing  in  SNFs. 

Reportedly,  HCFA  policy  officials  in  central  office  are  still  weighing  options  to  obtaining  these  changes 
through  required  statutory  and  regulatory  reforms. 

Skilled  Nursing  Facility  Project 

HCFA's  fourth  major  ORT  project  is  the  Skilled  Nursing  Facility  Project — Study  of  HCFA  Management 
System  Data.  This  project  has  been  completed  and  involved  analysis  of  twenty  beneficiary  histories  for 
five  of  the  Skilled  Nursing  Facilities  in  Te.xas  identified  as  above  the  national  norm  in  vanous 
measurements  (e.g.,  average  reimbursement  per  patient,  average  number  of  utilization  days.  etc.).  Each 
beneficiary  history  was  arrayed  to  determine  whethc  the  type(s)  of  care  given  for  a  specific  timeframe  was 
excessive  and  whether  the  level  of  care  was  appropriate.  Statistical  aberrancies  were  also  identified  in  one 
Skilled  Nursing  Facility. 

Review  of  the  data  has  revealed  several  problematic  areas.  HCFA  has  asked  the  Texas  Medicare  earner 
to  run  test  audits  and  to  look  at  other  areas  of  coverage  inconsistencies  identified  during  HCFA's  data 
review.  HCFA  is  currently  awaiting  a  report  on  the  carrier's  review.  HCFA  is  continuing  its  review  of 
the  remaining  beneficiary  histories  in  the  sample  for  additional  problem  areas  and  will  make  data  analysis 
and  referrals  to  appropriate  contractors  on  an  ongoing  basis  throughout  the  project. 

Data  which  HCFA  used  in  this  study  came  from  HCIS.  No  ORT  funds  have  been  used  in  the  project. 
Other  than  HCFA,  the  only  other  major  player  has  been  BCBSTX,  the  local  Fl/carrier  contractor,  but 
others  could  be  involved  later  depending  on  the  findings  of  the  project.  HCFA's  findings  on  this  project 
were  blended  with  those  of  the  Ancillary  Services  project  since  the  findings  from  both  projects  were 
similar.  HCFA  also  hopes  that  OAS  will  initiate  a  project  to  study  some  of  the  abuses  found  in  both 
studies. 

HCFA's  final  ORT  project  involves  participating  in  Fraud  and  Abuse  Outreach  efforts  in  the  region.  All 
of  these  efforts  to  date  are  described  in  the  AoA  section  below. 

1.6.6         Administration  on  Aging  (AoA)  Projects/Activities  in  Texas 

AoA's  demonstration  activities  began  in  May  1995  when  it  volunteered  to  chair  the  ORT  Training  Focus 
Group  (comprised  of  staff  from  HCFA.  all  components  within  the  OIG,  the  State  Ombudsman  and 
representatives  of  the  State  Medicaid  Fraud  Control  Unit).  The  group  was  responsible  for  developing  the 
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traininc  modules  and  matenals  for  later  use  in  training  ombudsmen,  case  managers,  benefits  counselors 
and  other  members  of  the  ag.ng  network  in  Texas.  Through  this  panel.  .Ao.A  also  developed  an  overall 
plan  for  training  state  ombudsmen  and  other  aging  network  personnel  on  how  to  spot  and  where  to  report, 
fraud,  waste,  and  abuse  in  different  settings. 

Specific  training  sessions  that  have  been  conducted  in  Texas  under  this  plan  include  the  following: 

In  Aueust  1995,  AoA.  in  conjunction  with  HCFA  and  OIG.  held  a  training  session  for  50 
ombudsmen  at  South  Padre  Island  on  ORT's  purpose  and  goals.  The  ombudsmen  were  verv' 
enthusiastic  and  supportive  of  ORT's  mission. 

On  September  25.  1995,  staff  from  AoA,  HCFA  and  OIG  also  conducted  training  for  25 
ombudsmen  volunteers  certified  by  the  North  Texas  Council  of  Governments  Area  Agency 
on  Aging  in  Arlington.  Texas.  The  training  focused  on  how  to  detect  fraud,  waste  and  abuse 
in  nursing  home  settings  and  how  to  report  it. 

On  June  3  1996  the  OIG,  HCFA.  the  AoA  and  the  Texas  Medicaid  Fraud  Control  Unit 
sponsored  a  four-hour  Operation  Restore  Trust  training  session  on  how  to  identify  and  report 
fraud  financial  waste  and  abuse  in  the  Medicaid  and  Medicare  programs  in  the  nursing  home 
and  home  health  settings  with  a  special  emphasis  on  services  rendered  by  durable  medical 
equipment  providers.  This  event  was  designed  to  train  certified  salaned  and  volunteer  long- 
term  care  ombudsmen,  case  manage.^,  benefits  counselors,  and  m-home  services  (supportive 
and  nutntion  services)  assessment  personnel.  A  total  of  273  individuals  attended  the  training. 
The  training  was  broadcast  bv  Texas  A&M  University's  Televideo  Broadcast  Services  free 
of  cost  via  the  Trans-Texas'  V.deoconference  Network  (TTVN)  to  13  sites  which  had 
audience  interactive  capability  with  the  training  panel.  In  addition,  the  entire  training  event 
was  taped  and  50  copies  were  ordered  for  d.stnbution  to  all  28  Area  Agencies  on  Aging,  the 
Texas  Department  on  Aging,  HCFA,  OIG,  advocacy  organizations,  and  to  the  four  regional 
ORT  counterparts  and  central  office.  The  Area  Agencies  on  Aging  will  continue  to  use  the 
tapes  in  future  in-service  training  sessions  for  ombudsmen,  benefits  counselors,  and  case 
managers.  AoA  anticipates  that  eventually  (by  Spnng  1997,  approximately  1 .000  individuals 
will  be  trained  in  Texas.  The  total  cost  of  this  training  event,  including  pnnting.  supplies, 
postage,  and  tapes,  was  less  than  $1,000. 

On  August  ^O--'!  1996.  AoA  and  HCFA  sponsored  an  outreach  training  session  for  30 
benefits  counselors  in  El  Paso,  Texas.  Additionally,  two  ORT  presentations  were  delivered 
to  individuals  attending  the  Texas  Cultural  Diversity  Conference  in  El  Paso. 

On  September  18.  1996.  an  ORT  outreach  training  session  was  conducted  in  Austin.  Texas 
for  7-  benefits  counselors,  case  managers,  information  and  assistance  personnel,  and 
ombudsmen  The  OIG,  HCFA,  Medicaid  Fraud  Control  Unit,  and  AoA  sponsored  this  four- 
hour  training  session.  The  training  focused  on  common  fraud  scams,  how  to  protect  the 
elderly  from  these  scams,  and  how  to  report  it  by  mail  or  phone. 

.  On  September  23,  1996.  AoA  presented  a  workshop  on  ORT  Outreach  to  an  aud^nce  of  86 
advocates  in  a  conference  convened  by  the  Houston-Galveston  and  the  Houston-Hams  Area 
Agencies  on  Aging. 


Through  November  1996.  a  total  of  546  mdividuals  hase  been  tramed  through  these  sessions  since  the 
inception  of  ORT  in  Texas  and  a  ver>  aggressive  outreach  plan  u  ill  be  pursued  in  F^'  97  by  the  AoA  with 
the  assistance  of  the  Texas  Department  on  Aging  and  the  28  Area  Agencies  on  Aging. 

In  addition  to  the  training  sessions  descnbed  above.  AoA.  with  the  assistance  of  the  OIG.  designed  a 
poster  and  a  three-page  tnfold  brochure  to  be  used  in  future  outreach  campaigns  in  Texas.  Approximately 
1,000  posters  will  be  posted  in  senior  centers  and  congregate  meal  sites  throughout  the  state  and  30.000 
brochures  will  be  handed  out  to  seniors  during  individual  counseling  sessions  by  benefits  counselors,  case 
managers,  information  and  assistance  personnel,  and  other  staff  of  the  aging  networks.  These  posters  and 
brochures  were  designed  to  provide  aging  network  staff  with  accurate  examples  to  produce  better  referrals 
to  the  OIG  Hotline  and  other  agencies. 

In  addition  to  dissemination  of  the  ORT  brochures.  AoA.  with  the  assistance  of  the  Texas  Department  on 
Aging  the  Area  Agencies  on  Aging  and  the  Texas  Medical  Foundation,  will  continue  to  disseminate  smart 
health  care  consumer  information  via  aging  network  newsletters.  The  Texas  Medical  Foundation  has 
agreed  to  provide  technical  assistance  and  expertise  (at  no  cost)  in  prepanng  and  disseminating  newspaper 
articles  and  radioH-V  spots  to  alert  the  public  and  health  care  sector  to  ORT's  anti-fraud  campaign. 

Finally  AoA  Texas  staff  will  continue  to  make  ORT  awareness  presentations  at  aging  conferences  and 
appropnate  community  forums  and  meetings.  In  addition.  Units  on  Aging  in  other  states  in  the  region 
have  asked  for  similar  training  on  health  care  fraud  and  abuse.  AoA  staff  attended  a  meeting  recently  m 
Charlotte,  NC,  with  three  state  Aging  directors  to  discuss  plans  for  these  sessions. 

AoA  in  Texas  plans  to  continue  these  outreach  and  education  activities  after  the  demonstration  ends  in 
March  1997.  AoA  will  continue  to  provide  training  to  benefits  counselors  when  they  meet  four  umes  each 
year  around  the  stale.  The  Texas  A&M  videotapes  will  be  used  in  those  training  sessions. 

AoA  staff  would  like  to  do  more  to  educate  physicians  and  hospital  staff  on  fraud  and  abuse  issues.  They 
feel  one  basic  weakness  of  the  ORT  design  was  its  failure  to  target  patient  gatekeepers  (i.e..  physicians) 
who  are  responsible  for  ordenng  and^or  certifying  home  health,  nursing  home  and  DME  serxices.  AoA 
believes  physicians  and  hospital  staff  should  be  targeted  m  the  next  (post-ORT)  level  of  education  and 
outreach  training  sessions  on  fraud  and  abuse. 

AOA  expenditures  through  November  1996  for  all  its  ORT  activities  were  S23.500.  This  included  SI 0XX)0 
of  the  AoA's  own  regional  travel  allotment  for  ORT  and  SI 3.500  of  the  OIG's  regional  allotment  tor  ORT 
to  pav  for  the  travel  costs  of  ombudsmen  and  aging  network  staff  to  travel  to  the  September  18.  1996 
trainine  session  in  Austin.  Texas.  Pnnting  and  other  incidental  costs  are  also  included  in  this  OIG  money 
transferred  to  the  AoA  for  the  Austin  meeting.  AoA  felt  that  the  process  of  obtaining  regional  and  central 
office  approval  for  using  ORT  funds  and  for  arranging  funds  transfers  across  agencies  was  much  too 
cumbersome  and  needs  to  be  improved. 

The  impact  of  these  outreach  and  education  activities  is  difficult  to  measure.  AoA  feels  there  are  not  a  lot 
of  referrals  coming  from  the  State  Department  of  Aging  staff.  In  an  effort  to  improve  the  number  and 
quality  of  referrals,  it  decided  to  prepare  and  disseminate  the  posters  and  brochures  descnbed  above  to 
ombudsmen  and  aging  network  staff. 
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Unlike  in  Illinois,  the  training  sessions  and  printed  materials  used  in  Texas  do  not  direct  ombudsmen  and 
agmg  network  staff  to  direct  all  referrals  to  only  one  source,  the  OIG  Hotlme.  The  outreach  and  education 
programs  give  staff  the  option  of  reporting  suspicious  situations  direct!)  to  the  OIG  ORT  coordinator  in 
Texas,  the  appropriate  Medicare/Medicaid  contractor,  or  to  the  the  OIG  Hotline.  Thus.  AoA  has  no  way 
to  gauge  either  the  number  or  quality  of  referrals  which  have  resulted  from  its  outreach/  education  efforts. 

Although  AoA  has  worked  with  HCFA  HSQB  staff  on  some  suney  and  cenification  projects  in  the  past, 
it  had  never  worked  with  the  three  components  of  the  OIG  until  ORT.  Ao.A  now  knows  HCF.A  and  OIG 
regional  staff  well  and  which  staff  to  call  on  issues  impacting  different  areas  of  the  program.  It  intends 
to  continue  to  exploit  the  relationships  developed  through  the  ORT  demonstration  in  its  post-ORT 
consumer  protection  and  advocacy  activities. 

1.7  Boston 

1 .7.1  Overview^* 

This  appendix  presents  findings  from  our  site  visit  to  the  Boston  regional  office  on  November  1,  1996. 
On  that  date,  two  members  of  Abt  Associates"  ORT  evaluation  staff  spent  the  better  part  of  a  day  meeting 
with  vanous  officials  and  representatives  of  the  AoA.  HCFA  and  the  OAS  and  01  components  of  the  OIG 
in  Region  I.  Because  of  scheduling  conflicts,  we  were  not  able  to  talk  to  officials  of  the  OEI  during  our 
visit. 

The  remainder  of  the  appendix  is  organized  in  two  sections.  Section  1 .7.2  presents  an  overview  of  the 
major  findings  of  the  site  visit  on  the  following  key  issues: 

•  Priority  of  Fraud  and  Abuse  Efforts 
Collaboration  Within/Across  Agencies 

•  Impetus  for  Fraud  and  Abuse  Initiatives 

•  Use  of  Technology  in  Fraud  and  Abuse  Activities 

Section  1.7.3  presents  specific  findings  at  the  agency  level  for  AoA  and  HCFA  and  component  level  for 
the  OIG. 

1.7.2  Major  Findings 
Priority  of  Fraud  and  Abuse  Efforts 

Within  the  OIG,  efforts  to  detect  and  prevent  fraud  and  abuse  are  perceived  as  a  higher  prionty  now  than 
two  years  ago.  Staff  interviewed  cited  different  reasons  for  this  perception.  OAS  attributes  the  higher 
prionty  to  the  publicity  received  by  ORT  and  other  major  initiatives  to  combat  healthcare  fraud  and  abuse 
over  the  last  four  years.  It  suggests  there  is  some  spillover  effect  of  ORT  to  non-ORT  regions.  OAS  also 
cites  the  fact  that  detecting  and  prosecuting  healthcare  fraud  and  abuse  has  been  declared  the  second 
highest  pnonty  by  the  U.S.  Department  of  Justice  (DoJ). 


24  This  appendix  onginally  appeared  in  ihe  Inienm  Repon  which  Abt  Associates  released  on  November  19.  1996  On  .March  5.  1997  we 
received  a  memorandum  from  Boston  Regional  HCFA  officials  which  noted  cenain  factual  errors  in  that  appendix  These  errors  have 
been  corrected  in  this  version 
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01  agrees,  especially  with  OAS"  observation  relating  to  the  DoJ.  01  reports  that  in  addition  to  being  a 
higher  pnonty  within  DoJ,  U.S.  Attorneys  are  now  much  more  willing  to  take  on  so-called  "soft"  cases, 
involving  difficult  to  prove  medical  necessity  or  comple.x  technical  billing  issues  than  in  the  past.  In  the 
past,  these  and  other  civil  cases  would  have  been  referred  back  to  the  contractors  to  be  handled  as 
overpayment  recoupments. 

Although  HCFA  wasn't  asked  this  specific  question,  it  observed  in  another  context  that  within  HCFA 
itself  fraud  and  abuse  took  on  a  higher  priority  about  four  years  ago  when  the  agency  began  to  place  a 
heavier  emphasis  on  fraud  and  abuse  effons  at  the  contractor  level.  At  that  time,  HCFA  required 
contractors  to  employ  full-time  Program  Integnty  Coordinators  (PIC)  to  direct  the  effort  internally  and  to 
work  with  PICs  at  other  contractors  and  with  similar  staff  at  Medicaid  Fraud  Control  Units  (MFCUs)  and 
in  the  private  sector  to  share  intelligence  and  plan  and  coordinate  their  efforts.  The  ORT  demonstration 
in  1995  only  served  to  reinforce  this  higher  pnonty  within  HCFA. 

Collaboration  Within/Across  Agencies 

There  appears  to  be  more  collaboration  in  working  specific  cases  and  audits  within  the  OIG  now  than  in 
the  past.  OAS  in  Region  I  is  working  closely  with  01  on  12  current  projects,  most  involving  qui  tarn  or 
voluntary  disclosure  cases.  Other  cases  where  the  two  components  are  working  together  are:  the  PATH 
(physician  teaching  hospital  cases)  with  which  the  DoJ  is  also  involved,  and  the  DRG  Payment  Window 
Cases,  involving  violations  of  the  Medicare  billing  rules  for  inpatient  stay  episodes.  Aside  from  this  type 
of  OI/OAS  case-  and  project-level  involvement,  there  doesn't  appear  to  be  much  collaboration  on  the  part 
of  either  OAS  or  01  with  their  colleagues  in  the  OEI.  The  exception  noted  by  OAS  was  that  before  they 
began  any  of  their  audits,  they  always  check  to  see  if  OEI  has  or  is  doing  any  relevant  studies  on  the 
subject  matter  of  their  audits.  If  so,  they  will  review  OEI's  reports  and,  if  necessary,  confer  with  the  OEI 
researchers,  in  Boston  and  other  regions,  in  the  course  of  designing  their  audit. 

Aside  from  these  types  of  collaboration  within  the  OIG,  there  is  no  formal  mechanism  in  the  region  in 
which  all  the  OIG  components  confer  and  decide  jointly  which  types  of  fraud  and  abuse  activities  to 
initiate. 

Formal  collaboration  mechanisms,  such  as  the  Steenng  Committees  in  the  ORT  regions,  for  planning  fraud 
and  abuse  efforts  at  the  interagency  level  among  the  OIG.  HCFA.  and  AoA  are  nonexistent  in  the  Boston 
Region.  The  three  agencies  simply  don't  sit  down  with  each  other,  on  a  regularly  scheduled  basis,  to 
collectively  plan  and  agree  on  fraud  and  abuse  strategies.  When  they  confer,  it  is  generally  on  an  ad  hoc 
basis,  often  on  topics  distant  from  the  fraud  and  abuse  arena,  such  as  joint  efforts  by  HCFA  and  the  AoA 
to  encourage  beneficiaries  to  take  advantage  of  some  of  Medicare's  more  recent  preventive  initiatives  such 
as  those  for  flu  shots  and  mammography  screenings. 

In  the  Boston  Region,  HCFA  is  organized  on  both  a  program  and  functional  basis  into  three  major 
bureaus:  Medicare,  Medicaid,  and  Health  Standards  and  Quality.  Fraud  and  abuse  activities  w  ithin  HCFA 
are  coordinated  by  a  staff  person  in  the  Medicare  Bureau  who  has  been  designated  as  the  Program  Integrity 
Coordinator  (PIC).  The  chief  coordination  function  of  HCFA's  PIC  appears  to  be  focused  more  on 
ensunng  coordination  on  fraud  and  abuse  issues  at  the  contractor  level  than  at  the  intra-  or  inter-agency 
level  in  the  RO.  For  example,  since  1995  with  HCFA's  increased  emphasis  on  program  integnty.  the  PIC 
has  organized  quarterly  meetings  at  various  locations  in  New  England  of  the  Healthcare  Group  to  discuss 
and  share  issues  of  common  concern  and  report  new  types  of  fraud  and  abuse  to  Medicare  contractor 
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program  integrity  staff.  The  PICs  or  their  staffs  at  all  the  regions  contractors  are  expected  to  attend  and 
take  part  in  these  meetings.  Also  invited  to  these  meetings  and  sometimes  asked  to  make  presentations 
are  representatives  of  the  OIG.  USAOs.  FBI.  and  other  law  enforcement  agencies.  Note  that  AoA  is  not 
invited  to  these  meetings.  The  objective  of  these  quarterly  sessions  is  to  share  intelligence  on  new  abuses 
or  lessons  learned  on  how  to  detect  old  abuses,  and  ensure  active  and  effective  collaboration  and 
cooperation  among  the  contractors  and  between  the  contractors  and  law  enforcement.  These  are  not 
planning  or  strategy  sessions  either  at  the  program,  agency,  or  contractor  levels. 

One  notable  offshoot  of  this  lack  of  within  and  across  agency  planning  is  the  lack  of  a  coordinated 
approach  to  beneficiary  and  aging  network  education  and  outreach  such  as  exists  in  all  the  ORT  regions. 
As  far  as  we  could  tell,  nothing  even  remotely  resembling  the  education  and  outreach  efforts  aimed  at  LTC 
ombudsman,  other  aging  network  provider  staff,  or  for  that  matter,  beneficiaries  themselves,  is  being  done 
in  Region  I.  An  essential  element  of  the  education  and  outreach  efforts  in  the  ORT  regions  was  the  active 
involvement  of  all  three  ORT  partner  agencies  in  both  planning  and  conducting  these  programs.  By 
contrast,  in  the  Boston  region,  none  of  the  partner  agencies  are  involved  in  similar  activities;  instead, 
beneficiary  and  provider  education  and  outreach  is  performed  by  the  Medicare  contractors  in  the  region. 
This  should  come  as  no  surpnse,  since  neither  AoA  nor  HCFA  or  the  OIG  were  provided  with  the  funding 
or  (apparently)  the  mandate  to  initiate  such  an  effort  in  the  region. 

Impetus  for  Fraud  and  Abuse  Initiatives 

The  01  cites  the  following  types  of  sources  as  the  impetus  for  most  of  its  healthcare  fraud  cases:  OIG 
Hotline,  referrals  from  Medicare  contractors  and  other  law  enforcement  agencies  such  as  the  FBI,  qui  tarn 
proceedings,  and  cooperative  audits/cases  with  OAS. 

OAS  develops  its  annual  audit  plan  through  an  upward  process  in  which  all  staff  are  expected  to  suggest 
areas  for  review.  Individual  regional  inspectors  general  (RIGs)  have  a  lot  of  discretion  in  deciding  which 
specific  audits  to  take  on.  In  deciding  which  audits  to  initiate  and  in  developing  protocols  for  these  audits. 
OAS  also  relies  heavily  on  analysis  of  Medicare  program  and  provider-specific  analytical  files  resident 
at  the  HCFA  Data  Center  (HDC).  Access  to  the  HDC  has  improved  to  a  great  degree  over  the  last  few 
years.  Although  the  OAS  has  had  access  to  the  HDC  for  the  past  6  or  7  years,  OAS  reports  that  access 
to  the  files  is  much  less  cumbersome  and  direct  under  the  DSAF  process  and  OAS  also  has  access  to  the 
Medicare  Common  Working  File  (CWF)  to  provide  a  beneficiary-level  focus,  when  needed  ,  to  its  studies. 

Use  of  Technology  in  Fraud  and  Abuse  Activities 

One  objective  of  ORT  was  to  develop  more  comprehensive,  accessible,  and  user-friendly  automated 
databases  and  sophisticated  analytic  tools  to  aid  in  identifying,  investigating,  prosecuting  and  preventing 
fraud  and  abuse.  .Along  these  lines,  we  have  seen  the  development  of  the  HCIS  by  HCFA  EDMS  staff 
and  training  sessions  for  HCFA  and  OIG  staffs  in  most  ORT  regions  on  how  to  utilize  the  system.  While 
we  didn't  discover  the  use  of  HCIS  by  HCFA  or  OIG  staff  in  the  Boston  Region,  we  were  told  by  OAS 
staff  that  improved  access  to  and  use  of  computer  technology  has  enabled  them  to  better  detect  aberrant 
behavior  and  providers  and  improve  their  ability  to  develop  audit  plans  to  study  those  abusive  areas.  OAS 
has  three  technical  support  staff  in  the  region  who  assist  other  OAS  staff  in  accessing  and  analyzing  these 
informative  sources.  OAS  has  also  set  up  a  team  to  coordinate  all  audits  with  the  01  and  has  made  its 
technical  staff  available  to  the  OI  to  retrieve  data  from  these  HCFA  databases  needed  for  their 
investigations. 
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We  did  not  observe  a  similar  emphasis  on  using  computer  technology  to  better  target  fraud  and  abuse 
activities  among  the  HCFA  staff  at  the  Boston  RO.  However,  this  may  be  explained  by  the  fact  that 
within  the  HCFA  regional  office  system,  and  specifically  among  the  Nonhea.st  Consortium  of  HCFA  ROs. 
Philadelphia  has  been  designated  as  the  data  analysis  center.  Thus,  most  projects  involving  accessing 
HCFA  databases,  and  analyzing  data  for  targeting  fraud  and  abuse  activities  could  be  expected  to  be 
performed  in  the  Philadelphia  RO. 

1.7.3         Specific  Findings  at  the  Agency/Component  Level 
Administration  on  Aging  (AoA)  Region  I 

As  noted  above,  the  AoA  in  Region  I  has  little  or  no  input  to  the  fraud  and  abuse  activities  of  HCFA  or 
the  OIG  in  the  region.  According  to  AoA  staff,  each  of  the  major  agencies  develop  their  own  pnonties 
and  plans  in  the  fraud  and  abuse  arena.  The  three  major  agencies  do  not  get  together  to  jointly  plan  or 
coordinate  their  fraud  and  abuse  activities.  Instead.  AoA  staff  meet  with  their  colleagues  in  HCFA  and 
the  OIG  on  an  as-needed  basis.  AoA  has  not  been  involved  in  developing  training  sessions  for  Long-Term 
Care  Ombudsman  (LTCO)  staff  or  agency  network  staff  in  Region  I  as  it  has  in  all  five  of  the  ORT 
regions.  Nor  has  the  AoA  been  involved  in  any  notable  efforts  to  educate  beneficianes  in  the  region  on 
how  to  identify  and  report  fraud  and  abuse  in  the  Medicare  or  Medicaid  programs.  AoA  staff  point  out 
that  they  think  the  ORT  process  as  implemented  in  the  New  York  RO  would  work  in  the  Boston  region 
if  there  were  a  directive  from  central  office  to  do  so  and  if  the  needed  resources  were  provided  to  the 
agencies  to  support  the  effort. 

HCFA  Region  I 

As  noted  above,  while  HCFA  does  not  meet  more  often  now  than  a  few  years  ago  with  AoA  or  OIG  staff 
on  fraud  and  abuse  issues,  it  reports  there  is  much  more  internal  collaboration  with  the  HCFA  regional 
components  on  these  issues.  Within  HCFA's  Medicare,  Medicaid,  and  Health  Standards  and  Quality 
bureaus,  staff  meet  fonnally  monthly  to  participate  in  the  ORT  monthly  conference  calls  with  central  and 
regional  offices  on  ORT  activities.  HCFA  staff  also  take  part  in  monthly  conference  calls  with  contractors 
in  the  region  on  program  integnty  issues.  On  a  quarterly  basis.  HCFA  organizes  meetings  of  its  Healthcare 
Group  of  contractor  PICs  and  their  staffs  in  vanous  locations  across  New  England.  In  addition  to  HCFA 
and  contractor  staff,  representatives  of  the  OIG,  the  FBI,  and  the  USAOs  are  regularly  invited  and  attend 
these  meetings.  HCFA  staff  meet  on  an  as-needed  basis  with  the  OIG  on  fraud  and  abuse  issues  and  such 
meetings  occur  more  frequently  now  than  a  few  years  ago.  There  appears  to  be  very  little  collaboration 
between  HCFA  and  the  AoA.  except  when  they  are  involved  in  major  health  prevention  campaigns  such 
as  those  for  flu  inoculations  and  mammography  screenings  mentioned  above.  HCFA  does  work  more  now 
than  a  few  years  ago  with  contractor  staff  to  coordinate  program  integnty  issues  as  evidenced  by  the 
quarterlv  Healthcare  Group  meetings  that  were  implemented  in  1994.  However,  there  was  some  evidence 
that  one  HCFA  component  in  the  region,  HSQB.  infrequently  attended  these  quarterly  meetings.  If  that 
is  the  case,  it  is  not  surpnsing  since  there  is  no  initiative  in  the  region  to  involve  survey  and  certification 
staff  in  expanding  their  provider  surveys  to  look  at  coverage  and  billing  issues  such  as  those  found  in  all 
the  ORT  regions.  As  far  as  we  could  tell,  neither  HCFA  nor  the  AoA  or  OIG  have  any  joint  fraud  and 
abuse  activities  underway  such  as  are  found  in  the  ORT  regions. 

Overall,  HCFA  reports  its  fraud  and  abuse  responsibilities  are  heavier  now  than  a  few  years  ago.  About 
two  years  ago  it  established  a  team  of  contractor  representatives  to  improve  fraud  and  abuse  operations 
at  all  contractors.  It  is  pleased  with  the  results  of  this  coordination  effort,  noting  that  one  major  contractor 


Abt  Associates  Inc.      Appendix  1 :  Review  of  the  ORT  Regions  and  Comparison 


1-103 


almost  doubled  us  rate  of  case  refe^als  to  the  OIG  over  the  la.  >ear.  HCFA  also  c  ed  -      ^     ^  ^ 
and  contractor  staff  .n  .mplement.ng  the  Fraud  Invest.gat.on  Database  ,FID ,  m  ^^^^^^l^^^^^ 
fraud  and  abuse  .nvolvement.  Overall,  HCFA  staff  noted  that  the  major  d,f  erence  between  nov  and 
few  vears  ago  ts  the  zero  tolerance  att.tude  promulgated  from  central  office  on  fraud  and  abuse  .s.ue  .  Th 
iLgest  change  perceived  here  involves  a  new  wUUngness  on  the  pan  of  HCFA  to  clamp  down  on  abuses 
within  the  Medicare/Medicaid  programs. 

To  date,  HCFA  Region  I  has  received  about  230  referrals  from  .he  OIG  Horirne.  U  has  no,  seen  any 
notable  dupheation  between  OIG  Hotltne  and  contractor  referrals,  such  as  sonre  ORT  reg.ot^s  have 
"  o„ed  However,  stnce  such  dupl.cahon  could  be  expected  to  be  identified  at  the  contractor  level,  ,t 
may  be  the  case  that  contractors  have  no.  felt  .he  need  to  report  such  duplication  .0  HCFA, 

OAS  Region  I 

OAS  s.aff  sav  .heir  role  has  not  changed  in  any  major  way  compared  to  two  years  ago.  Unlike  i.s 
°Ces.n  L  ORT  ,eg,ons.  ..s  f«ns  has  no.  cb^ged  from  revtew.ng  larger  P-^'^y  '-P'--;^"- 
to  more  prov.der-specfic  reviews.  However,  because  of  the  provider  focus  of  OAS  work  in  the  OK . 
r^gl"  U Thinks  its  staff  has  been  asked  to  take  on  a  larger  proportion  of  the  customary  nationaMevel 

Studies. 

OAS  staff  did  not  note  any  major  changes  with  respect  to  how  it  tdentified  -''i-'^f"' j'J  ^^'''^^^ 
However,  once  the  subject  of  an  audi,  is  identified,  OAS  now  works  more  ^''^'^y^"^''^?  ^^^ 
„„h  ,he  OIG  s  General  Counsel  s,aff  on  some  audi,s  ,han  ,n  ,he  past.  It  mvolves  HCFA 
staff  in  audi,  design  issues  on  a  selective,  as-needed  basis,  especially  for  audits  which  will  requ  re  the 
:  tan        contLtor  staff  to  review  medical  records.  In  tenirs  of  either  the  '^'""n-on 
Tbie-ts  or  the  developmem  of  audits,  the  levels  of  involvement  w,.h  o.her  agencies  such  as  HCFA  o  the 
OEfh  V  not  changed  ,„  recent  years.  At  neither  of  these  levels  are  .he  AoA^LTC  ' 
Medicaid  agencies  or  sui.e  survev  and  certification  agencies  usually  involved,  FBI  and  USAO  staff  a  e 
mfolvtd  in  some  audits,  but  again,  the  instances  of  the.r  involvement  has  not  changed  to  any  notable 
degree  within  the  last  two  years. 

Wuh  respect  to  resources.  OAS  staff  did  not  report  any  significant  problems  w.th  the  adequacy  of  their 
r   1    dge  to  allow  them  to  pursue  audus.  Travel  considerations  are  included  m  the  annua,  p  annm 
oroc  ss         they  develop  the  audit  plans  each  year.  However,  l.m.ted  travel  resources  d,d  restnct  the 

during  these  shutdown  penods. 

The  OAS  reponed  that  the  following  actions,  which  sometimes' result  from  the  audits,  do  not  occur  more 
frequently  now  than  in  the  past: 

a  wider  audit  (e.g..  new  audits  of  similar  providers); 
formal  recommendations  of  policy  changes  to  HCFA; 
meetings  with  HCFA  or  other  OIG  offices; 
alerting  other  agencies  to  potential  problems; 


communications  directed  to  Medicare  contractors. 


01  in  Region  I 

01  staff  repon  that  case  referrals  and  other  reasons  for  opening  cases  have  not  changed  over  the  last  two 
years.  The  only  major  change  they  report  is  that  with  the  elimination  of  the  SSA  program  from  their 
responsibility,  healthcare  has  become  the  predominant  focus  of  01  activities. 

With  respect  to  the  development  of  cases,  they  do  have  more  interaction  with  OAS  staff  in  obtaining  data 
from  HCFA  databases  needed  for  their  cases.  They  also  assist  OAS  staff  in  the  design  of  some  of  their 
audits.  With  respect  to  both  HCFA  and  OEI.  they  do  not  have  any  truly  joint  efforts,  unless  they  included 
their  increased  interactions  with  Medicare  contractors  in  the  HCFA  category.  The  OEI  does  clear  some 
of  its  studies  with  the  01  to  ensure  they  do  not  interfere  with  any  ongoing  investigations  of  the  01. 

01  reports  that  limited  travel  funds  has  restncted  its  ability  to  pursue  certain  cases,  but  this  has  always  been 
the  case.  After  the  SSA  split.  01  lost  most  of  its  sub-offices  in  Portland.  Providence.  Concord,  NH  and 
Hartford.  CT.  As  a  result,  it  now  has  the  FBI  handle  most  of  its  cases  in  Connecticut  and  Vennont. 
Boston  01  staff  work  cases  in  Massachusetts.  Rhode  Island.  Southern  New  Hampshire  and  Maine.  With 
the  increased  resources  expected  from  passage  of  Kennedy/Kassebaum.  most  of  these  sub-offices  will 
reopen,  and  new  agents  will  be  hired,  resulting  in  01  being  able  to  handle  more  of  its  own  case  workload, 
instead  of  farming  it  out  to  the  FBI. 

The  only  changes  in  case  development  and  resolution  reported  by  the  OI  involve  an  increased  level  of 
sophistication  in  its  Management  Implication  Reports,  because  of  the  increased  complexity  of  healthcare 
fraud  scams  in  recent  years  and  the  deeper  expenence  of  its  agents. 

Fomial  HCFA  involvement  in  the  case  development/resolution  process  occurs  at  the  very  end.  01  refers 
all  cases  resulting  in  successful  conclusions  to  senior  HCFA  RO  staff. 

Direct  refen-als  from  the  OIG  Hotline  to  01  itself  are  rare.  Indirect  refen-als,  from  the  OIG  Hotline  to 
Medicare  contractors,  who  develop  the  complaints  and  then  refer  them  to  the  01  are  more  common. 
Overall  01  staff  have  not  noted  a  significant  change  in  the  number  of  case  refertals,  whether  direct  or 
indirect,  from  the  OIG  Hotline.  To  quote  a  senior  01  ofticial.  -the  Hotline  does  not  drive  our  caseload 
here." 

1.8  Philadelphia 

1.8.1  Overview 

In  this  section  we  descnbe  our  findings  from  a  visit  to  Region  III.  which  is  based  in  Philadelphia  and 
includes  Delaware,  the  Distnct  of  Columbia,  Mainland,  Pennsylvania.  Virginia  and  West  Virginia.  It  also 
oversees  the  durable  medical  equipment  earner  for  Region  A.  which  includes  New  York.  Through  its 
involvement  with  DME  fraud  and  abuse  in  New  York  State,  the  Philadelphia  office  had  a  direct  role  in 
Operation  Restore  Trtist.  Moreover,  the  OEI  staff  in  Philadelphia  conducted  several  studies  that  directly 
related  to  Operation  Restore  Trtist.  The  regional  office  was  also  affected  by  ORT  in  many  other  ways, 
reflecting  not  only  the  high  profile  of  ORT  at  the  national  level  but  also  the  continuing  contact  between 
the  Philadelphia  and  New  York  offices. 
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The  handling  of  fraud  and  abuse  issues  within  Region  III  has  changed  substantial!)  in  the  last  se\eral 
vears.  although  not  to  the  same  degree  that  it  did  in  the  five  ORT  states.  In  part  these  changes  were 
prompted  by  Operation  Restore  Trust.  Region  ffl  officials  witnessed  the  expenence  of  their  counterparts 
in  the  ORT  states  and  took  some  similar  steps.  In  part  the  changes  were  prompted  by  the  same  infiuences 
that  led  to  ORT  being  established— that  is.  a  growing  sense  among  senior  federal  officials  that  much  more 
effort  needed  to  be  devoted  to  counienng  Medicare  and  Medicaid  fraud  and  abuse.  But  the  forces  of 
change  in  Region  III  were  tempered  by  the  fact  that  it  did  not  participate  in  ORT.  That  meant  it  did  not 
receive  additional  funding  and  that  there  was  no  direction  from  senior  department  officials  that  Region 
m  agencies  should  change  their  methods  of  doing  business. 

1.8.2      Major  Findings 

Priority  of  Fraud  and  Abuse  Efforts 

Officials  from  OIG  and  HCFA  agreed  that  fraud  and  abuse  was  a  greater  pnonty  now  than  it  had  been  two 
years  earlier.  Before  1994  the  region  had  expenenced  considerable  problems  with  DME  fraud,  yet  the 
Division  of  Medicare  had  just  two  people— still  more  than  some  other  regions  at  the  time— who  worked 
on  fraud  and  abuse  issues.  In  1994.  a  separate  fraud  and  abuse  unit  was  established  within  the  Division 
of  Medicare.  At  that  time  HCFA  also  increased  the  emphasis  it  wanted  its  contractors,  and  especially  its 
fiscal  intermedianes.  to  place  on  fraud  and  abuse. 

Since  the  ORT  states  focused  on  the  ORT  subject  areas  of  DME,  home  health  agencies,  hospices  and 
services  provided  to  nursing  home  residents,  it  is  useful  to  note  the  areas  that  Region  III  was  focused  on. 
Probably  the  main  area  in  terms  of  potential  dollar  impact  was  the  appropriateness  of  hospital  billings 
under  the  prospective  pavment  svstem  for  inpatient  care.  With  that  exception.  Region  HI  focused  on  many 
of  the  same  issues  that  the  ORT  states  did.  such  as  DME.  physical  and  psychological  therapy  provided  to 
nursing  home  residents,  care  plan  oversight,  and  tests  provided  by  independent  physiological  laboratories. 
Other  issues  included  laboratory  and  ambulance  services.  As  one  01  official  said,  the  list  of  problem 
providers  has  been  more  or  less  unchanged  for  1 5  years;  the  difference  has  been  in  the  magnitudes  of  the 
sums  involved.  "The  money  is  shocking,"  he  said. 

Collaboration  Within/Across  Agencies 

No  formal  fraud  and  abuse  task  force  existed  in  Region  III  that  would  parallel  the  ORT  teams  in  the 
demonstration  states.  At  one  point  HCFA  and  the  Office  of  Investigations  attempted  to  have  regular 
monthly  meetings,  but  coordination  activities  continued  to  be  on  an  ad  hoc  basis.  Interaction  with  the 
Administration  on  Aging  on  fraud  and  abuse  appears  to  have  been  non-existent. 

The  increased  collaboration  between  HCFA  components  that  we  saw  in  the  ORT  regions  was  not  as 
evident  in  Region  HI  Althoueh  the  Division  of  Health  Standards  and  Quality  provided  assistance  on  one 
,nqulr^  involving  possible  fraud,  a  DHSQ  staff  member  told  us  she  had  no  idea  that  she  could  repon 
suspicions  of  fraudulent  care  to  the  Division  of  Medicare. 

Officials  from  the  HCFA  Division  of  Medicaid  said  that  fraud  and  abuse  was  definitely  a  greater  pnonty 
for  them  and  for  the  Medicaid  programs  than  it  had  been  two  years  earlier.  Most  of  the  Region  III  states 
have  had  active  fraud  and  abuse  task  forces,  whose  meetings  HCFA  officials  attended.  They  also 
participated  in  quarterly  conference  calls  with  the  Medicaid  surveillance  and  utilization  review  directors. 
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An  example  of  the  increased  collaboration  between  slate  and  federal  officials — and  an  direct  oftshoot  ot 
Operation  Restore  Trust— is  that  Pennsylvania  Medicaid  and  the  Medicare  DMERC  are  now  exchanging 
claims  data,  as  was  described  for  New  York  in  Section  1 .5. 

During  the  last  several  years,  each  of  the  nine  judicial  districts  in  Region  HI  had  an  active  task  force  that 
was  chaired  by  the  U.S.  Attorney's  Office.  The  State  of  Pennsylvania  had  a  parallel  task  force  that  was 
chaired  by  the  State  Attorney  General's  office. 

Impetus  for  Fraud  and  Abuse  Initiatives 

It  appears  that  the  impetus  for  fraud  and  abuse  initiatives  changed  to  a  lesser  degree  in  Region  III  than  in 
the  ORT  states.  Although  all  states  rely  on  a  mix  of  leads  and  what  might  be  called  "proactive  data 
analysis,"  the  balance  seems  to  have  been  less  toward  data  analysis  in  Region  HI.  Qui  tarn  cases,  in  which 
members  of  the  public  alert  mvestigators  to  wrongdoing  in  the  expectation  of  shanng  in  the  recoveries, 
have  been  the  biggest  01  cases  in  the  last  five  years.  Fraud  units  at  the  Medicare  contractors  remain  an 
important  source  of  leads;  one  OI  official  said  the  quality  of  these  referrals  has  improved  substantially. 

Use  of  Technology  in  Fraud  and  Abuse  Activities 

One  of  the  most  significant  changes  was  the  region's  increased  capability  to  do  claims  data  analysis  in 
house.  As  was  true  across  the  nation  generally,  two  years  ago  the  Philadelphia  regional  office  had  little 
familiarity  with  the  mechanics  of  analyzing  claims  data.  When  the  office  needed  data  analysis,  it  asked 
individual  contractors  to  perform  the  analysis.  Now  that  regions  can  obtain  claims  data  directly  from  the 
HCFA  central  office  using  the  Decision  Support  Access  Facility,  the  regional  office  has  two  staff  members 
who  do  data  analysis  full-time.  Contractors  sometimes  even  ask  the  regional  office  staff  for  data  analysis. 

If  anything,  HCFA's  Philadelphia  regional  office  may  have  had  more  data  analysis  capability  than  the  New 
York  and  certainly  the  Boston  offices.  The  three  regional  offices  form  the  "northeast  consortium"  and 
have  divided  roles.  Philadelphia  took  particular  responsibility  for  data  analysis  and  secondary  payor 
activities,  for  example,  while  Boston  took  a  larger  role  in  oveseeing  the  peer  review  organizations.  Region 
in  did  data  analysis  on  one-day  hospital  stays  and  claims  for  care  plan  oversight,  for  example. 

1 .8.3      Specific  Findings  at  the  Agency/Component  Level 
OIG  Office  of  Evaluation  and  Inspections  Region  III 

The  OEI  staff  in  Region  III  was  the  only  group  outside  ORT  to  make  a  notable  contribution  to  the 
demonstration.  Since  OEI  studies  almost  always  are  national  in  scope  (see  Section  1.1.6)  there  was 
unavoidable  artificiality  to  saying  that  that  certain  OEI  offices  were  "in"  Operation  Restore  Trust  and 
others  were  not.  It  happened  that  the  Philadelphia  office  had  expertise  in  durable  medical  equipment  in 
particular,  and  therefore  it  conducted  several  studies  that  were  part  of  ORT  for  all  intents  and  purposes. 
As  with  most  the  other  "ORT"  studies,  the  demonstration  did  not  make  a  notable  difference  in  how  the 
study  was  carried  out.  And  as  was  also  true  of  some  of  the  other  studies,  some  of  the  Philadelphia  work 
had  been  started  before  ORT  began  and.  like  ORT  itself  was  a  response  to  high-level  concerns  about 
possible  fraud  and  abuse  of  certain  benefits. 
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What  was  different,  however,  was  that  the  Philadelphia  studies  probably  reached  a  broader  and  more 
interested  readership  because  they  coincided  with  activities  that  were  taking  place  in  the  ORT  states  and 
that  involved  many  of  the  same  issues. 

The  five  ORT  studies  done  by  the  Philadelphia  office  all  involved  DME— or,  more  correctly,  the 
prescription  drugs  that  are  used  with  certain  nebulizers  (which  convert  the  liquid  form  of  a  drug  into  a  mist 
that  the  patient  inhales).  Outpatient  drugs  are  not  a  covered  benefit  under  Medicare,  with  the  exception 
of  drugs  used  in  combination  with  durable  medical  equipment.  This  situation  creates  potential  problems, 
since  Medicare  therefore  has  little  expertise  in  a  complicated  area  of  the  health  care  marketplace.  Four 
of  the  studies  documented  the  finding  that  Medicare  was  paying  too  much  for  albuterol  sulfate  and  other 
inhaler  drugs.  The  fifth  identified  questionable  practices  in  the  distnbution  of  these  drugs,  which  also 
became  an  issue  in  Florida  (see  Section  1.3. 11 ). 

The  studies  had  several  impacts,  including  changes  in  Medicare  payment  policy  for  nebulizer  drugs  and 
the  referral  of  some  Texas  suppliers  to  the  Office  of  Audit  Services  and  the  Office  of  Investigations  for 
further  examination. 


Administration  on  Aging  Region  III 

Fraud  and  abuse  traditionally  have  not  been  within  the  agency's  mandate,  a  point  that  will  be  discussed 
ir.  Appendix  2.  "Operation  Restore  Trust  and  fraud  and  abuse  is  about  as  low  a  pnonty  on  my  list  as  you 
can  think  of"  one  regional  AoA  official  told  us.  "We  really  couldn't  care  less  about  the  money.  'What 
we  care  about  is  good  care." 

This  statement  underscores  the  magnitude  of  the  change  in  AoA's  role  that  occurred  in  the  ORT  states. 
It  also  illustrates  the  broader  challenge  that  ORT  officials  had  in  convincing  nursing  home  ombudsmen 
and  other  members  of  the  aging  network  that  fighting  financial  fraud  and  abuse  would  be  consistent  with 
helping  patients  and  not  a  time-consuming  distraction. 

HCFA  Region  III 

As  noted  earlier,  the  region  established  a  fraud  and  abuse  unit  within  the  Division  of  Medicare  and  now 
devotes  considerably  more  effort  to  analyzing  Medicare  claims  data  than  it  had  previously. 

Without  being  influenced  by  ORT,  the  region  also  made  efforts  to  make  beneficiaries  and  the  people  who 
work  with  them  more  familiar  with  fraud  and  abuse  issues.  Two  "consumer  advocacy  conferences"  were 
held  in  .\lav  and  June  1996  in  Wilkes-Barre.  PA.  and  Philadelphia.  Over  100  people  attended  the 
conferences,  which  included  presentations  by  HCFA.  the  OIG.  the  Medicare  contractors  and  the  U.S. 
Attorney's  Office. 

Other  OIG  Region  III  Components 

Recent  years  saw  tighter  staffing  for  Office  of  Investigations  staff  in  Region  III.  in  contrast  to  the  ORT 
states  where  Operation  Restore  Trust  increased  the  number  of  investigators.  In  Philadelphia,  for  example, 
the  number  of  investigators  slipped  from  nine  m  Apnl  1995  to  seven  by  October  1996.  As  a  result.  01 
substantiallv  decreased  its  involvement  in  civil  cases  and  became  more  selective  in  choosing  cnminal 
cases.  The  Office  of  Audit  Services,  meanwhile,  focused  more  of  its  work  on  fraud  issues,  took  the  lead 
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role  in  cases  more  often,  and  developed  a  closer  relationship  with  the  U.S.  Attorney's  Ottice.  As  in  other 
regions,  the  role  of  OEI  is  more  to  work  on  national  studies  than  to  focus  on  activities  in  their  region  only. 
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Appendix  2 

Outreach  to  the  Aging  Network  and  to  Beneficiaries 


2.0  Overview 

Under  Operation  Restore  Trust,  the  federal  government  experimented  with  reducing  fraud  and  abuse  by 
educating  beneficiaries  and  the  people  who  work  with  them  about  how  to  identify  and  report  suspicious 
situations.  The  "aging  network."  which  encompasses  long-term  care  ombudsmen  and  others  who  have 
daily  contact  with  senior  citizens,  was  trained  through  a  series  of  seminars  across  the  five  ORT  states. 
Beneficiaries  were  reached  through  pamphlets,  posters,  newspaper  and  newsletter  articles  and  similar 
means. 

Coordinating  these  training  and  outreach  efforts  was  the  chief  contnbution  to  Operation  Restore  Trust  of 
the  Administration  on  Aging,  which  was  by  far  the  smallest  of  the  three  ORT  partners.  Involvement  in 
anti-fraud  work  was  a  new  role  for  AoA  and  the  state  and  local  agencies  on  aging  that  it  works  with. 
Essentially  all  of  the  SI 91. 000  that  AoA  spent  of  the  ORT  budget  was  devoted  to  these  activities.  The 
total  resource  cost  was  probably  several  times  higher,  since  federal,  state  and  local  officials  spent 
thousands  of  hours  organizing  and  participating  in  training  sessions  and  preparing  educational  matenals. 

The  impact  of  the  education  efforts  is  difficult  to  measure.  Anecdotal  evidence  suggests  that  several  dozen 
referrals  for  investigation  were  made  as  a  result  of  the  training  sessions,  but  the  quality  of  those  referrals 
and  their  outcomes  cannot  be  tracked.  The  impact  of  outreach  to  beneficianes  is  even  more  difficult  to 
track,  although  it  is  clear  that  beneficianes  in  the  five  states  heard  more  about  health  care  fraud  than  they 
had  previously. 

Outreach  to  both  the  aging  network  and  to  beneficiaries  has  potential  benefits  beyond  directly  reducing 
fraud  and  abuse,  however.  The  education  efforts  make  both  beneficianes  and  the  people  who  work  with 
them  more  aware  that  fraud  and  abuse  exists,  that  it  is  a  problem,  and  what  it  looks  like.  This  increased 
awareness  is  difficult  to  measure,  but  it  contributes  to  broader  support  for  Medicare's  efforts  to  reduce 
fraud  and  abuse.  Affected  providers  ofien  charactenze  these  efforts  as  "cutbacks"  that  will  hurt 
beneficiaries.  If  the  public  understands  the  magnitude  of  the  fraud  and  abuse  problem  then  an  onus  falls 
on  providers  to  justify  why  such  efforts  are  not  justified. 

2.1  Broadening  the  Responsibility  for  Anti-Fraud  Efforts 

Operation  Restore  Trust  sought  to  bnng  more  resources  to  bear  on  combatting  fraud  and  abuse,  and  not 
just  law  enforcement  resources.  Traditional  anti-fraud  efforts  were  very  specifically  the  responsibility  of 
the  fraud  units  at  the  Medicare  and  Medicaid  contractors  and  of  police  agencies  such  as  the  Office  of 
Investigations  and  the  Federal  Bureau  of  Investigation.  They  became  involved  after  the  fraud  had  been 
committed  and  often  after  it  had  been  noticed  by  someone  else.  Other  government  officials,  including 
those  whose  jobs  involved  day-to-day  contact  with  beneficianes.  were  rarely  expected  to  be  knowledgeable 
or  even  concerned  about  health  care  fraud.  Limited  effort  was  made  to  educate  beneficiaries,  though 
complaints  from  beneficiaries  were  investigated  when  received. 
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Under  Operation  Restore  Trust,  more  effort  was  made  to  prevent  fraud  or  at  least  to  catch  it  earl>.  This 
appendix  discusses  companion  efforts  that  were  made  to  educate  people  who  work  closely  with  senior 
citizens  as  well  as  Medicare  and  Medicaid  beneficiaries  themselves.  These  effons  appear  to  have  been 
timely:  a  nationwide  survey  conducted  for  the  American  Association  of  Retired  Persons  in  October  1996 
estimated  that  93%  of  Americans  thought  health  care  fraud  was  widespread  (especially  in  Medicare  and 
Medicaid)  but  that  797f  were  unaware  of  efforts  to  reduce  health  care  fraud.' 

Reaching  out  to  the  aging  network  and  to  beneficiaries  represented  a  diversification  of  the  ORT  strategy. 
It  is  not  self-evident  that  generating  investigative  leads  from  the  beneficiary  population  is  the  most 
effective  way  of  uncovering  health  care  fraud.  Health  benefits  can  be  a  confusing  topic  even  for 
specialists,  and  many  e.xamples  of  fraud  do  not  have  an  obvious  '"victim."  (For  example,  beneficiaries  may 
welcome  home  health  visits  even  when  they  fraudulent.)  One  thrust  of  Operation  Restore  Trust  was  to 
uncover  fraud  and  abuse  through  the  systematic  examination  of  claims  data,  searching  for  aberrant  billing 
patterns  and  then  examining  those  providers-regardless  of  whether  a  beneficiary  had  ever  complained. 
The  education  efforts  described  in  this  appendix  and  the  expanded  hotline  described  in  Appendix  10-2 
were  the  two  parts  of  Operation  Restore  Trust  that  were  attempts  to  increase  the  usefulness  of  fraud 
detection  by  individuals. 

The  education  challenge  was  difficult.  Health  insurance  arrangements  are  complicated  and  confusing-and 
that's  when  fraud  is  noi  involved.  A  single  hospital  stay,  for  example,  can  generate  a  dozen  bills  and 
explanations  of  benefits  from  the  hospital,  individual  providers,  Medicare  earners.  Medicare 
intermedianes,  and  supplemental  insurers  such  as  Medicaid  and  Medigap  plans.  Abusive  providers  exploit 
these  overlaps  and  gaps  in  the  hope  that  patients,  their  families  and  even  insurers  and  other  providers  will 
be  too  confused  to  realize  what  is  going  on.  Nursing  home  residents  are  particularly  at  risk,  since  they 
often  have  both  Medicare  and  Medicaid  coverage,  need  substantial  quantities  of  treatment  and  supplies, 
and  may  be  incapacitated  by  disease. 

Many  suspicious  situations  are  simply  confusing,  but  others  are  indications  of  fraud  and  abuse.  The 
challenge  was  to  help  people  tell  the  difference.  Here  are  examples  of  circumstances  that  might  or  might 
not  have  been  suspicious. 

•  Very  limited  service  was  provided  to  many  beneficiaries.  For  example,  a  physician  might 
walk  down  a  nursing  home  hallway,  exchange  a  few  words  with  each  patient  and  then  bill 
Medicare  for  a  series  of  assessments. 

Unnecessary  supplies  and  durable  medical  equipment,  especially  when  provided  in  large 
quantities. 

Withholding  ofEOMBs-foT  example,  a  nursing  facility  might  pre'-'^ure  a  resident  so  that  the 
explanation  of  Medicare  benefits  (EOMB)  is  sent  to  the  nursing  facility  rather  than  the 
resident. 


.•\mencan  .Assixiation  of  Retired  Persons.  -AARP  Sur\e\  Shows  Public  Altitudes  toward  Health  Care  Fraud.  Stronger  Effons  Needed 
to  Educate  Consumers."  News  Release.  March  6.  1497 
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Services  of  little  benefit-for  example.  ph>sicui  therapy  provided  to  patients  whose 
functioning  is  unlikely  to  improve. 

•     Free  medical  or  non-medical  serAces  in  e.xchange  for  the  patient's  Medicare  number. 

Under  Operation  Restore  Trust,  the  education  wori<  was  done  largely  by  agencies  that  previously  had  not 
been  involved  in  fraud  and  abuse  work.  The  lead  federal  agency  was  the  Administration  on  Aging,  with 
state  units  on  aging  involved  to  various  degrees.  The  strength  of  AoA  is  that  it  works  w  ith  people  who 
are  in  routine  contact  with  Medicare  beneficiaries,  especially  those  with  health  problems.  Such  routine 
contact  is  much  less  true  of  OIG  and  HCFA.  OIG  personnel  are  problem-focused,  working  on  whatever 
investigation,  audit  or  study  is  at  hand.  HCFA  personnel  have  some  day-to-day  contact  with  beneficiaries, 
but  it  is  largely  answering  telephone  calls.  HCFA  is  a  health  insurer,  and  even  then  its  contacts  are  mostly 
with  the  Medicare  contractors  and  state  Medicaid  agencies  that  operate  Medicare  and  Medicaid  on  a  daily 
basis.  So  AoA-whose  work  involves  day-to-day  contact  with  beneficiaries-had  something  to  offer  the 
anti-fraud  effort  that  the  other  agencies  did  not. 

AoA  is  a  very  small  agency  by  federal  standards,  with  150  personnel  and  a  FY  1995  budget  of  S951 
million,  equal  to  less  than  1%  of  the  Health  and  Human  Services  total.  Its  role  is  to  fund  and  coordinate 
what  is  sometimes  referred  to  as  the  "aging  network."  which  comprises  various  state  and  local 
organizations  that  work  with  senior  citizens. 

AoA  received  just  3%  of  the  ORT  budget,  or  S 1 9 1 .000.  to  carry  out  its  role.  Even  with  a  larger  budget, 
however,  it  still  would  have  needed  considerable  assistance  to  carry  out  its  role  because  of  its  lack  of 
expenence  in  Medicare  fraud  and  because  many  members  of  the  aging  network  either  work  or  volunteer 
for  state  and  local  organizations.  HCFA  and  OIG  assisted  by  providing  speakers  and  funding  some  costs 
of  the  training  efforts.  The  level  of  state  cooperation  vaned.  The  Flonda,  Illinois  and  New  York 
governments  seemed  to  embrace  Operation  Restore  Trust,  while  California  and  Texas  were  more  hesitant. 
Federal  officials  ascribed  the  hesitancy  to  broader  federal-state  tensions  involving  the  presidential 
campaign  (which  coincided  with  much  of  Operation  Restore  Trust)  and  concerns  about  the  federal 
government  offloading  its  responsibilities  to  states  without  accompanying  funding.  (We  did  not  ask 
California  and  Texas  officials  about  their  views  of  ORT.) 

2.2    Training  the  Aging  Network 

For  Operation  Restore  Trust,  the  most  important  component  of  the  aging  network  was  the  nationwide 
network  of  long-term  care  ombudsmen.  Each  state  has  an  office  of  the  long-term  care  ombudsman  that 
is  staffed  by  both  paid  and  volunteer  ombudsmen  who  represent  the  patient's  interest  in  nursing  homes 
and  other  long-term  care  settings.  In  1994,  for  example,  there  were  839  paid  staff  and  6.591  volunteers 
in  ombudsman  programs.  Although  the  offices  are  part  of  state  government,  they  are  in  funded  in  part  by 
AoA.  The  aging  network  also  includes  people  who  are  paid  or  volunteer  in  health  insurance  counselling 
programs,  senior  centers,  nutrition  sites  (i.e..  meals  programs)  and  other  programs  for  the  elderly.  Many 
members  of  the  aging  network  are  concerned  with  the  care  received  by  Medicare  and  Medicaid 
beneficianes  but  to  date  have  not  been  familiar  with  the  financial  aspects  of  that  care.  When  they  tend  to 
think  of  "abuse"  they  think  of  clinical  abuse  of  the  patient  rather  than  financial  abuse  of  the  programs. 

By  training  the  aging  network,  federal  officials  hoped  to  extend  their  eyes  and  ears  into  nursing  facilities 
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so  that  fraudulent  practices  would  come  to  light  sooner.  The  focus  \Has  on  ombudsmen,  whose  role  as 
patient  advocates  already  requires  a  certxiin  feistiness  and  v>.  illingness  to  ^>peak  up  for  benetlcianes.  Still, 
there  was  understandable  hesitancy  about  taking  on  a  neu  role  and  becoming  mvolved  m  what  might  end 
up  as  criminal  investigations.  Spending  more  time  on  fraud  and  abuse  also  might  mean  less  time  for  other 
activities.  One  AoA  official  outside  the  ORT  states  summarized  his  own  feelings  this  way:  "Operation 
Restore  Trust  and  fraud  and  abuse  is  about  as  low  a  priority  as  you  can  think  of.  We  really  couldn't  care 
less  about  the  money.  What  we  care  about  is  good  care."' 

At  the  same  time,  however,  a  good  argument  can  be  made  that  fraud  and  abuse  training  fit  well  with  the 
traditional  role  of  the  aging  network,  and  of  ombudsmen  in  particular.  The  members  of  the  aging  network 
were  not  asked  to  become  investigators  or  to  actively  seek  out  fraud  and  abuse;  rather,  they  were  given 
some  knowledge  about  what  fraudulent  and  abusive  schemes  looked  like  and  advised  about  what  to  do 
when  they  observed  suspicious  behavior. 

About  4.100  people  were  trained  in  78  sessions;  see  Exhibit  2-1 .  Though  the  format  varied,  sessions 
typically  lasted  one  or  two  days  and  feauired  speakers  from  OIG.  HCFA  and  other  agencies  who  descnbed 
the  magnitude  of  fraud  and  abuse,  gave  examples  of  particular  schemes  and  encouraged  participants  to 
report  their  suspicions. 

Specific  recommendations  on  how  to  make  referrals  varied-and  that  variation  has  an  effect  on  measunng 
the  contnbution  that  these  efforts  made.  The  national  OIG  hotline  number  ( 1 -800-HHS-TIPS)  was  usually 
publicized,  but  so  too  were  many  other  phone  numbers.  In  Texas,  for  example,  trainees  received  a  sheet 
with  nine  numbers,  including  three  for  a  single  contractor.  Palmetto  Government  Benefits  Administration. 
In  New  York,  ombudsmen  were  told  to  make  referrals  to  the  state  ombudsman,  who  then  passed  them  on 
to  the  regional  Office  of  Investigations. 

Although  the  ombudsmen's  offices  had  been  asked  to  keep  a  log  of  referrals  that  resulted  from  the  training, 
evidence  about  the  number  of  referral s-never  mind  the  outcomes-has  been  anecdotal  at  best.  As  shown 
in  Exhibit  2-1.  our  survey  of  AoA  regional  offices  found  about  200  referrals  attributed  to  the  training 
efforts.  It  is  impossible  to  say,  however,  to  what  extent  this  number  is  attnbutable  to  ORT  or  even  to 
confirm  it  from  other  records.  The  Case  Information  Management  System  operated  by  the  Office  of 
Investigations,  for  example,  would  include  complaints  from  ombudsmen  under  the  general  category  "state 
agency."  which  includes  many  other  organizations  as  well.  The  hotline  database,  similarly,  does  not  allow 
identification  of  referrals  that  probably  resulted  from  the  training  sessions.  Training  of  the  aging  network 
makes  sense,  and  it  may  yet  become  an  important  method  of  deterring  or  uncovenng  fraud  and  abuse. 
However,  at  this  time  there  is  minimal  clear  evidence  of  such  success. 

As  a  general  rule,  people  who  made  referrals  do  not  learn  of  the  outcomes,  or  even  whether  the  referral 
was  actively  investigated.  Some  imperfection  in  feedback  is  inevitable,  given  the  investigators'  need  for 
both  secrecy  and  movement  at  deliberate  speed.  But  there  also  appears  to  be  a  tendency  for  complaints 
to  be  put  into  a  process  that  is  unnecessarily  hard  to  access.  The  frustration  of  not  knowing  what,  if 
anything,  happened  to  a  complaint  may  undermine  the  entire  initiative  to  educate  the  aging  network.  "If 
strong,  decisive  actions  are  taken,  and  this  information  is  communicated  to  the  ombudsmen.  1  believe  we 
will  see  a  sharp  increase  in  the  number  of  ORT  type  complains."  one  AoA  official  told  us.  "If  not,  we  will 
see  a  decrease  in  the  number  of  complaints  submitted  by  ombudsmen  in  the  future." 
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Exhibit  2-1 


Training  Sessions  for  "Aging  Network"  Personnel  and  Reported  Referrals 


Training 
sessions 

People  Comments 
trained 

Advice  for  making  referrals 

Reported 
referrals 

California  26 

1,024  Included  about  350 

ombudsmen  as  well  as 
Insurance  counsellors, 
other  personnel  who  work 
with  the  elderly,  and 
beneficiaries 

-  Ombudsmen  and  others  who 
work  with  seniors  refer  to  the 
HCFA  regional  office  or  (if  they 
prefer)  a  Medicare  contractor 

-  Beneficiaries  and  families  refer 
to  OIG  hotline 

19 

Florida 

13 

446  Included  ombudsmen, 
ombudsmen  volunteers 
and  insurance  counsellors 

-  Ombudsmen  refer  to  district 
ombudsman  office 

68 

Illinois 

12 

1,277  -  450  Insurance 
counsellors 

-  17  ombudsmen 
supervisors 

-  rest  were  nutrition  site 
staff,  case  managers, 
etc. 

-  Varied  from  session  to  session. 
Hotline  number  always  given  but 
various  speakers  also  gave 
different  advice  on  referrals 

Unknown 

New  York  21 

840  Included  650  ombudsmen 
as  well  as  service 
providers,  staff  of  senior 
centers,  and  health 
insurance  counsellors 

■  Ombudsmen  refer  to  the  state 
ombudsman  office,  which  would 
make  referrals  to  the  regional  01 
office 

-  Senior  center  coordinators  refer 
to  a  HCFA  contractor 

20 

Texas 

6 

546  -  AoA  regional  office  did  6 
sessions  involving  546 
people 
-  Area  agencies  on  aging 
did  588  sessions 
involving  9,172  people 

-  Paid  ombudsmen  refer  to  the  01 
regional  office 

•  Volunteer  ombudsmen  refer  to 
paid  ombudsmen  or  OIG  hotline 
Trainees  given  sheet  of  nine 
telephone  numbers  for  different 
situations 

99 

Total 

78 

4,133 

206 

Sources: 

Abi  Associates  Inc 

.  based  on  a  survey  of  the  Administration 

on  Aging  CRT  coordinators. 

2.3 

Outreach  to  the  Beneficiary  Community 

In  this  case  the  effort  was  made  to  educate  beneficiaries  directly.  Pamphlets  were  the  most  common 
vehicle:  over  265.000  copies  in  seven  languages  were  distnbuted.  typically  through  area  agencies  on  aijina. 
seniors  centers  and  similar  channels.  (See  Exhibit  2-2.)  Although  the  ORT  states  borrowed  from  each 
other,  each  state  produced  homegrown  education  materials  that  sometimes  lacked  polish.  The  brochures 
typically  gave  advice  about  how  beneficiaries  could  avoid  being  unwilling  accomplices  to  Medicare  fraud. 

Federal  and  state  officials  also  collaborated  on  articles  that  appeared  in  newsletters  and  newspapers 
published  for  seniors.  The  Florida  Department  of  Elder  Affairs  took  a  particular  interest  in  Operation 
Restore  Trust:  articles  about  fraud  and  abuse  appeared  regularly  in  its  monthly  newsletter,  and  several 
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Exhibit  2-2 


Summary  of  Community  Outreach  Activities  under  Operation  Restore  Trust 

State 

Principal  Outreach  Activities 

Quantities 

California 

■ 

-  Establishment  of  the  Los  Angeles  City  and  County  Community 
Outreach  Project 

-  Fraud  awareness  seminars  were  held  for  seniors  and  members  of 
the  aging  network 

-  Presentations  to  several  groups  concerned  with  seniors'  welfare 
(e.g.,  Amencan  Association  of  Retired  Persons.  California 
Commission  on  Aging) 

-  100,000  pamphlets  distributed  in  Los  Angeles  and  80,000 
distnbuted  in  the  rest  of  California.  70%  were  in  English  and  30°o  in 
Spanish. 

-  180,000  pamphlets 

Florida 

-  f^/lonthly  article  in  Florida  Department  of  Elder  Affairs  newspaper 
(circulation  60,000) 

-  Weel<ly  radio  show  of  Flonda  aging  director  has  been  about  fraud 
and  abuse  several  times 

-  Pamphlets  pnnted  in  English,  Spanish  and  Creole  distnbuted  in 
seniors  housing,  Social  Security  offices,  senior  centers,  health 
insurance  counselling  offices  etc. 

-  Booths  at  various  seniors  fairs 

-  35.000  pamphlets 

Illinois 

-  Pamphlets  pnnted  in  English,  Spanish,  Russian  and  Polish  and 
distnbuted  via  area  agencies  on  aging,  Illinois  State  Fair,  etc. 

-  Article  in  BlueCross  BlueShield  newspaper  for  Medigap 
policyholders  (circulation  350,000) 

-  ^puprpj  artiripe;  In  lilinni*;  Dpn^^rfmpnt  on  Aninn  s  ousrterlv 
newsletter  (circulation  6,700)  and  in  newsletters  distnbuted  by  area 
agencies  on  aging 

-  Vanous  articles  in  newsletters  for  elder  nghts  advocates 

-  Hotline  poster 

-  20.000  pamphlets 

New  York 

-  Pamptilets  pnnted  in  Englisli.  Chinese,  Spanish,  Russian  and  Korean 
■  Vanou.s  anicles  in  senior  center  newsletters 

-  Monthly  meeting  with  outreach  coordinators  at  senior  centers  serves  as 
vehicle  to  share  outreach  ideas 

Texas 

-  Area  agencies  on  aging  encouraged  to  develop  iheir  own  outreach  plans 

-  Pamphlets  distributed  to  beneficiaries  via  ombudsmen,  benetus 
counsellors,  case  managers  and  others 

-  Posters  placed  in  senior  centers  and  congregate  meal  sues 

-  30.000  pamphlets 

-  1.000  posters 

5/M<ricv  Ahl  A.ss^Vlate^  Inc  .  baicd  on  interviews  and  a  sur\e>  of  the  AJniini>lration  on  Aging  ORT  Loordmalors 

editions  of  the  state  aging  director's  weekly  radio  show  also  concerned  fraud.  Some  states,  including 
Flonda  and  Texas,  also  published  posters.  In  Florida,  these  posters  also  exemplified  some  of  the  mixed 
messages  under  Operation  Restore  Trust,  since  three  posters  gave  three  different  phone  numbers  to  use 
in  reporting  fraud  and  abuse. 

In  California,  a  special  effort  was  made  to  reach  beneficiaries  in  the  Los  Angeles  area,  where  fraud  and 
abuse  have  been  a  particular  problem.  Using  $10,000  in  ORT  funding,  the  Gray  Squad  conducted  fraud 
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awareness  training  for  seniors  in  the  City  of  Los  Angeles  while  the  County  of  Los  Angeles  conducted 
similar  sessions  for  residents  at  senior  public  housing  sites  in  its  junsdiction.  Over  200  people  from  a  w  ide 
spectrum  of  aging  netw  ork  organizations  also  attended  a  special  event  in  March  1997  on  fraud  awareness. 
The  outreach  project,  called  the  Los  Angeles  City  and  County  Community  Outreach  Project  (LACOP)  is 
continuing  in  the  post-ORT  period. 

The  impact  of  all  these  community  outreach  projects  cannot  be  quantified.  Even  if  265.000  Medicare 
beneficiaries  received  a  pamphlet,  for  example,  the  information  would  have  reached  only  about  of 
Medicare  enrollees  in  those  states.  As  well,  the  OIG  Case  Information  Management  System  and  the 
hotline  databa.se  have  categories  of  complainants  called  "beneficiary"  but  without  further  detail.  The  lack 
of  evidence  does  not  mean  the  efforts  were  not  worthwhile;  it  simply  means  that  they  had  no  noticeable 
impact  on  fraud  and  abuse  in  the  shon  term.  But  it  would  have  been  extraordinary  if  these  efforts  did  ha\e 
a  noticeable  short-term  effect.  Any  education  effort  usually  must  be  part  of  a  series  of  efforts  to  be 
effective,  and  that  series  of  efforts  is  continuing.  Moreover,  beneficiary  education  is  an  obvious  tool  to 
use  in  reducing  fraud  and  abuse;  as  noted  at  the  outset  of  this  appendix,  the  more  pressing  question  is  the 
resources  that  should  be  devoted  to  this  tool  as  opposed  to  data  analysis  and  other  tools.  Under  Operation 
Restore  Trust,  the  resources  devoted  to  beneficiary  education  were  modest  by  any  measure  and  therefore 
appear  to  have  been  spent  well. 
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Appendix  3 
Contractor  Case  Studies 

3.0  Overview 

No  evaluation  of  the  impact  of  Operation  Restore  Trust  would  be  complete  without  a  review  of  how  the 
demonstration  affected  both  the  overall  operations  and  the  specific  program  integrity  functions  of  HCFA"s 
Medicare  contractors.  These  organizations  serve  on  the  front  lines  of  the  Medicare  program  by  virtue  of 
their  claims  processing,  beneficiary  services,  provider  relations,  audit,  and  program  integrity  functions  in 
the  program.  By  virtue  of  performing  these  activities,  especially  those  related  to  beneficiary  and 
provider/professional  relations.  Medicare's  Part  A  fiscal  intermediaries  and  Pan  B  carriers  have 
traditionally  been  the  major  source  of  case  referrals  to  the  OIG  on  fraud  and  abuse  in  the  program.  Thus 
it  is  important  to  examine  what,  if  any.  involvement  Medicare  contractors  had  in  the  ORT  demonstration, 
and  whether  the  results  of  specific  ORT  projects  directed  by  the  three  pnmary  ORT  partner  agencies  had 
any  tangible  impacts  on  the  fraud  and  abuse  activities  of  contractors.  These  mipacts.  if  realized,  are  likely 
to  take  two  major  forms.  The  first  would  be  changes  in  the  front-end  edits,  screens,  medical  policies,  and 
other  procedures  used  by  contractors  to  approve  claims  for  payment.  The  second  would  be  major 
overpayment  recoupment  actions  instituted  by  contractors  based  on  the  findings  of  the  individual  ORT 
projects. 

3.1  Methodology  of  Contractor  Case  Studies 

Two  distinct  waves  or  rounds  of  contractor  case  studies  were  performed  by  Abt  Associates  in  the 
evaluation.  Because  our  methodology  to  both  .select  contractors  and  conduct  the  interviews  changed 
between  the  first  and  second  wave,  it  is  important  to  describe  our  methodology  for  each  wave  separately. 
Section  3.2.1  details  the  methodology  used  in  the  first  wave  of  case  studies  which  took  place  between 
August  and  October  1996.  toward  the  end  of  the  first  year  of  the  evaluation.  Section  3.2.2  describes  the 
methodology  used  in  the  second  wave  of  case  studies  in  late  May  1997. 

3.1.1     First  Wave  Methodology 

To  perform  the  first  wave  of  contractor  case  studies,  we  decided  to  select  a  contractor  in  each  of  the  ORT 
states  on  which  to  focus  the  case  study  of  ORT  impacts.  To  select  the  Medicare  contractors  for  the  first 
wave,  we  asked  the  ORT  team  leaders  in  each  region  to  recommend  the  contractor  with  which  the  ORT 
project  team  had  the  most  involvement  in  terms  of:  I )  specific  projects.  2|  major  interventions  (such  as 
Fraud  Alerts),  and  3)  results  in  ternis  of  monetary  recoupments/recoveries,  sanctions,  or  improved  program 
safeguard  procedures  (e.g..  new  prepayment  edits/screens  to  detect  problematic  claims  prior  to  payment). 
In  selecting  contractors  for  the  case  study  analysis,  we  attempted  to  choose  a  different  contractor  in  each 
state  for  each  annual  wave  of  case  studies.  Given  the  diversity  of  projects  listed  in  the  ORT  Management 
Plan  for  each  state,  this  requirement  was  not  a  problem.  The  selection  methodolog>  used  in  the  first  wave 
resulted  in  case  studies  of  5  of  the  20  different  ORT-state  operations  of  the  Medicare  contractors  over  the 
course  of  the  first  year  of  the  evaluation.  The  Medicare  contractors  that  process  the  specific  claims  types 
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submitted  h\  the  In^nie  hcaltli.  hospice.  luuMnL'  lacilit\.  and  DMH  pnmder  t\pev  targeted  b\  ()R\  are 
listed  in  Exiiibit  3-1. 


The  ORT  team  leaders  in  each  region  recommended  the  following  contractors  for  inclusion  in  the  first  \ear 
of  the  case  study  effort: 

ORT  Region  Medicare  Contractor 

New  York  Region  MetraHealth  (DMERC  lor  DMEPOS  Region  .A) 

Atlanta  Region  Florida  Blue  Cross  and  Blue  Shield  (Regular  FI  and 

Carrier  for  Florida) 

Dallas  Resion  Palmetto    Government    Benefits  .Administrators 

(DMERC  for  DMEPOS  Region  C  and  RHHI  in 
Southeast  and  Southwest) 

Chicaso  Region  .  Health  Care  Ser\ice  Corporation  (Regular  Fl  and 

Carrier  tor  Illinois  and  .Michigan  and  a  major  RHHI 
in  Midwest) 

San  Francisco  Region  CIGNA  (DMERC  for  DMEPOS  Region  D ) 

The  recommendations  of  the  ORT  team  leaders  resulted  in  a  good  mi.x  of  different  contractor  types  across 
the  ORT  regions.  Of  the  five  contractor  entities  selected  for  the  first  year  case  studies,  three  were  DME 
regional  earners  (DMERCs);  two  were  regional  home  health  (and  hospice)  intennedianes  (RHHIs).  as  well 
as  regular  FIs  and  carriers  m  their  home  states:  and  one.  Florida  Blue  Cross  and  Blue  Shield,  has  had  an 
extensive  involvement  with  HCF.A  in  fraud  and  abuse  activities.  (It  was  involved  in  the  Southern  Florida 
Task  Force,  which  ser\ed  as  the  precursor  and  prototype  for  the  ORT  demonstration.)  In  addition,  there 
is  a  good  mix  of  both  commercial  and  non-profit  organizations  among  the  contractors  selected  by  the 
regions  for  the  first  wave  of  case  studies. 


Once  the  contractors  were  selected,  we  contacted  their  Program  Integnty  Coordinators  (PICsl  to  schedule 
a  lime  and  date  for  a  conference  call  in  which  Abt  Associates  would  administer  the  Contractor  Interview 
Protocol  (located  in  Attachment  1  at  the  end  of  this  appendix).  The  inter\  icu  s  look  place  between  August 
and  early  October  1996  and  generally  required  about  an  hour  to  complete  with  each  contractor.  The  major 
findings  of  the  first  wave  of  case  studies  are  discussed  in  Section  3.3  below.  Section  3.3.1  presents  a 
cross-contractor  summary  of  general  questions  posed  to  contractors  about  their  invoKement  in  ORT 
initiatives,  and  their  workload  management  reporting  capabilities.  (These  include  questions  1  to  4  and  6 
to  9  of  the  protocol.)  The  workload  management  systems  questions  were  asked  as  a  precaution,  in  the 
event  data  from  the  Fraud  Investigation  Database  proved  inadequate  for  use  b>  Abt  in  the  final  \ear  of  the 


.Allhouizh  llierc  .irc  nnis  16  unique  corporjlc  cntuics  listed  in  Exhibit  3-1.  in  realiiv  e.iv;h  column  on  the  table  signities  a 
dilterem  -ind  di>iiiKt  role  lor  the  lirm  in  the  Medicare  program.  .Ml  firms  maintain  .separate  operational  stall  lor  each 
ot  these  service-specific  lunciional  areas,  and  man>  also  locate  their  operations  in  difierent  geographic  .ireas 
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Exhibit  3-1 

MEDICARE  PROGRAM  CONTRACTORS  FOR  ORT  STATES 


ORT 
STATE 


California 


Florida 


linois 


MEDICARE  CONTRACTORS 


MAJOR'  PART  A 
INTERMEDIARY 
(Skilled  Nursing  Facility 
Claims)   


PART  B 
CARRIER 

(Physician  and  Other 
Clainns) 


REGIONAL  HOME 
HEALTH  INTERMEDIARY 
(HHA  and  Hospice  Claims) 


BC  of  CA 


BC/BS  of  FL 


Health  Care  Service  Corp. 
(BCBS  of  IL) 


Northern:  Blue  Shield  of  CA 
Southern:  Transamerica 


BC/BS  of  FL 


Health  Care  Service  Corp. 
(BCBS  of  IL) 


BC  of  CA 


Aetna  Life  Ins.  Co. 


Health  Care  Service  Corp. 
(BCBS  of  IL) 


DMERC 

(DMEPOS  Claims) 


CIGNA 

(Nashville— D) 


Palmetto  GBA 
(Columbia — C) 


AdminiStar  Federal 
(Indianapolis  —B) 


New  York 


Texas 


Empire  BC/BS 


Upstate:  BS  of  Western  NY 
NYC:  Empire  BCBS 
Group  Health  Inc.  (Queens 
Co.  Only) 


BCBS  United  in  Milwaukee 


BCBS-TX 


BCBS-TX 


Palmetto  GBA 


MetraHealtti 
(Wilkes-Barre— A) 


Palmetto  GBA 
(Columbia-  C) 


only  the  ma|or  Pari  A  intermediary  is  listed  for  each  state.  In  most  of  these  states,  some  Part  A  providers  are  also  served  by  a  few  commeraal  intermedianes  such  as  Aeloa, 
IVIetraHealth,  and  Mutual  of  Omaha 

Source;  Fraud  Invebtigalion  Database  Resource  Guide,  HCFA,  Bureau  ot  Program  Operations,  December  199S 


Abt  Associates  Inc. 


Appendix  3:  Contractor  Case  Studies 


3-3 


evaluation.-  Section  3.3.2  descnbe^  the  types  of  ORT  projects  and  acti\ities  uhich  each  contractor 
identified  in  response  to  Question  B.5  of  the  inter\ieu  protocol.  Because  these  acii\  ities  differ  across 
contractors,  this  section  includes  a  specific  sub-section  for  each  contractor. 

3.1.2     Second  Wave  Case  Study  Methodology 

•Although  the  initial  wave  of  contractor  case  studies  went  well.  .Abt  project  staff  were  someuhat 
disappointed  that  the  information  obtained  from  the  contractors  was  broad  rather  than  deep  and  did  not 
permit  us  to  discriminate  ver>  much  among  different  levels  of  contractor  activity  and  effectiveness. 
Moreover,  we  know  from  our  discussions  w  ith  central  and  regional  office  officials  of  both  HCFA  and  the 
OIG  that  1  )  all  contractors  were  not  equal  in  tenns  of  their  fraud  and  abuse  performance  and  2)  through 
prompting  by  HCF.A  in  recent  vears.  some  contractors  were  beginning  to  distance  theniseUes  from  then- 
peers  in  the  performance  of  these  acti\  ities. 

Consequently.  Abt  proposed  a  revised  approach  for  the  second  wave  of  studies.  Specifically.  \\e  proposed 
to  reduce  the  nurnber  of  contractors  investigated  from  five  to  two.  This  revised  approach  was  designed 
to  elicit  more  discriminating  information  about  the  best  practices  of  two  contractors,  rather  than  less 
discriminating  information  about  the  practices  of  five  contractors.  It  was  also  designed  to  focus  our 
attention  on  contractors  of  particular  interest  to  HCF.A's  Central  Office  rather  than  (as  in  the  first  wave) 
contractors  of  particular  interest  to  the  ORT  regions.  This  approach  was  approved  by  the  HCF.A  Project 
Officer  in  the  early  spring  of  1 997. 

To  select  the  contractors  for  the  second  wave,  we  compared  the  anecdotal  infomiation  we  had  heard  in  the 
field  about  contractor  perfonnance  to  the  list  of  contractors  in  Exhibit  3-1  while  at  the  same  time 
eliminating  from  consideration  the  five  who  were  included  in  the  first  wave.  We  then  made  an  initial 
selection  of  Blue  Cross  Blue  Shield  of  Texas  (BCBSTX)  and  Transamerica  Occidental  Life  Insurance 
Company  (TOLIC)  for  the  second  wave  case  studies.  These  choices  were  approved  by  HCF.A.  Our  major 
reasons  for  selecting  these  two  were: 

•  BCBSTX: 

is  the  major  Texas  carrier  and  FI  in  what  is.  by  many  measures,  the  most  active  ORT 
state. 

-  played  a  major  role  in  some  of  the  key  ORT  ventures  in  that  state,  such  as  the  numerous 
SNF-related  projects  of  OIG  and  HCF.A  in  Texas. 

•  TOLIC: 

-  is  the  carrier  for  southern  California,  the  highest  abuse  area  of  the  largest  ORT  state. 

-  IS  seen  by  IG  and  HCFA  RO  staff  as  being  a  formerly  stodgy  carrier  that  has  "seen  the 
light"  and  made  a  major  commitment  to  the  new.  more  aggressive  role  for  HCFA 
contractors  in  combatting  fraud  and  abuse. 


FID  d,aj  IS  .in.iKzcJ  and  JiscussciJ  in  Scclion  .-,4  bclini. 
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is  said  lo  have  pia\ed  a  major  role  in  ke>  ORT  project^.  Mich  a^  the  iieu  edit'<  for 
psschiatric  services  and  the  targeting  of  suspeci  pro\  iders. 

-    uas  recentK  selected  to  handle  fraud  and  abuse  for  all  ^i\  states  in  uhich  Aetna  is 
voluntarily  withdrawing  as  the  Medicare  carrier. 

Once  the  contractors  were  selected,  we  asked  the  ORT  Coordinators  in  the  Dallas  and  San  Francisco 
Regional  Offices  to  contact  each  contractor  to  prepare  them  for  our  phone  call.  The  number  of  case 
studies  was  reduced  to  two  in  order  to  permit  a  one-da\  site  visit  (instead  of  a  conference  call)  to  each 
contractor's  Medicare  operations  location.  Visits  to  both  contractors  occurred  during  the  last  week  of  May 
1997.  Major  findings  from  the  second  wave  of  case  studies  appear  in  Section  3.3  below.  The  protocol 
used  for  the  second  wave  case  studies  also  was  modified  and  appears  at  the  end  of  this  appendi.x  in 
Attachment  2. 

3.2    Findings  from  the  First  Wave  of  Case  Studies 

3.2.1  Cross-Contractor  Responses  to  General  Questions  About  ORT  and  Management  Systems 
How,  when,  and  from  whom  did  you  first  learn  of  the  ORT  Initiative? 

Most  contractors  were  briefed  informally  by  HCF.A  on  ORT  in  March  or  April  1995,  This  was  usually 
followed  by  a  region-wide  meeting  on  the  design  and  objectives  of  ORT  organized  by  HCFA  RO  staff  to 
which  all  contractors  in  the  region,  regardless  of  their  location  or  workload  responsibilities,  were  invited. 
These  regional  meetings  usually  took  place  a  few  months  after  ORT  began,  generally  between  April  and 
June  1995.  Contractors  in  the  Atlanta  Region  generally  knew  of  ORT  earlier,  by  virtue  of  their 
participation  on  the  South  Florida  Fraud  Task  Force. 

Other  than  this  general  introduction,  do  you  remember  when  you  were  first  contacted  by  the  RO 
ORT  team  about  an  ORT  project,  study,  or  case? 

Most  contractors  were  formally  contacted  by  HCFA  or  the  OIG  for  their  assiNtance  or  participation  in  an 
ORT  project  or  other  activity  in  the  late  summer/early  fall  of  1995. 

Would  you  say  the  level  of  your  involvement  in  ORT  studies  has  increased,  decreased,  or 
remained  about  the  same  since  this  first  case/project-specific  contact? 

Three  of  five  contractors  reported  their  levels  of  in\  olvement  in  ORT  had  increased  after  the  first  contact. 
One  multi-function  contractor  (an  RHHI  and  DMERC)  reports  an  increase  in  Texas  and  a  decrease  in 
Flonda  since  ORT  began.  The  regular  Fi  and  carrier  in  Flonda  says  its  level  of  involvement  has  remained 
about  the  same  since  ORT  began. 

Do  you  have  any  mechanism  for  tracking  or  estimating  your  costs,  in  terms  of  labor  and  other 
costs,  for  your  ORT-related  activities? 

Contractors  are  not  diligently  tracking  the  costs  of  their  work  on  ORT  projects,  although  three  of  five 
could  estimate  their  costs  to  date,  retrospectively  if  they  had  lo.  (Note;  through  our  recent  site  visits  to 
the  ORT  regions,  we  learned  that  two  different  contractors  in  one  regional  office  had  received  some  ORT 
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funds  for  work  performed  on  specific  ORT  pn^ectv  The  funds  came  out  of  the  ORT  hudgets  of  hoili 
HCFA  and  the  OIG  i 


Have  you  been  asked  by  the  ORT  teams  to  provide  representatives  to  participate  in  fraud  and 
abuse  presentations/meetings  to  publicize  the  ORT  initiatives,  such  as  the  Hotline  and  the 
Voluntary  Disclosure  Programs? 

Four  of  tlve  contractors  had  been  m\  oi\ed  m  education/outreach  efforts,  most  often  b\  pro\  idmg  speakers 
to  make  presentations  at  meetmgs  of  ombudsmen  and  aging  network  representatives  organized  b\  RO 
staff.  None  reported  involvement  in  the  voluntarv  disclosure  program.  .All  had  published  information 
about  the  OIG  Hotline  (and  often  ORT  in  general  i  in  the  penodic  newsletters  they  send  to  their  respective 
provider  types. 

On  average,  how  many  referrals  a  month  do  you  receive  from  the  ORT  Hotline?  Are  the  number 
of  referrals  increasing,  remaining  steady,  or  decreasing,  say,  from  late  last  year? 

Three  of  five  contractors  reported  significant  increases  in  the  amount  of  referrals  they  receive  from  the 
OIG  Hotline,  compared  to  the  same  period  the  prior  year.  Two  contractors  noted  some,  but  not  major, 
increases  in  referrals.  All  who  were  asked  (2  out  of  2)  report  ^-ome  level  of  duplication  in  referrals  between 
those  referrals  received  through  the  OIG  Hotline  and  through  other  sources  (usually  their  own  toll-free 
numbers). 

Overall,  have  you  noticed  any  major  differences  in  either  the  volume  or  types  of  fraud  and  abuse 
interactions  with  HCFA  and/or  the  OIG  since  ORT  began  in  1995? 

When  asked  what's  different  about  their  fraud  and  abuse  interactions  with  HCFA/OIG  now  compared  to 
pre-ORT,  significant  comments  (closely  paraphrased)  included: 

—  "It's  easier  to  contact  fraud  and  abuse  staff  at  other  contractors  and  agencies,  particularly  at 
the  state  level,  in  Medicaid  and  its  Fraud  Control  Units." 

—  "Difference  is  that  more  resources  are  aN  ailable  to  the  OIG  and  thev  work  our  referrals  more 
now  under  ORT" 

—  -More  collaboration,  sharing  of  information,  partnership,  volunteering,  increased  trust, 
particularly  between  HCF.A  and  the  OIG." 

Do  you  prepare  regular  summaries  of  your  ORT-related  activities  for  HCFA?  If  so,  could  we 
receive  copies  of  these  reports? 

Most  contractors  prepared  monthK  summaries  of  all  their  fraud  and  abuse  activities.  These  summaries 
were  sent  to  HCFA  RO  staff.  About  half  the  contractors  distinguished  between  ORT  and  non-ORT 
activities  in  their  reports;  the  other  half  made  no  such  distinctions. 
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Summary  Responses  to  Workload  Management  System  (Questions  CIO  to  C.14) 

All  the  contractors  had  rather  sophisticated  manageinent  inlomiation  N\Nienis  for  irackiiii:  traud  and  abuse 
complaints  from  receipt  through  in-house  developmentyinvestigation  to  either  internal  closure  or  referral 
to  the  OIG.  Through  vanous  data  fields.  ORT  cases  could  be  identified  or  presumed  based  on 
manipulation/analysis  of  provider  type  and  state  location  fields.  However.  ORT  complaints  per  se  are  not 
usually  flagged  on  these  databases. 

3.2.2     ORT-Related  Projects/Activities  of  Contractors 

This  section  provides  capsule  summaries  of  the  major  ORT-related  projects  and  other  activities  ot  the  five 
.Medicare  contractors.  .Most  of  the  information  obtained  about  these  acti\ities  was  pro\  ided  b>  the 
contractor's  program  integnty  staff  in  respon.se  to  the  questions  listed  under  B.5  of  the  Inters  lew  Protocol. 
Other  descnptive  mfonnation  about  these  activities  was  supplied  by  either  HCF.A  or  OIG  staff  at  the  ROs 
who  were  involved  in  these  projects. 

New  York  Region— MetraHealth 

MetraHealth's  majorORT  project  invok  ed  an  examination  of  possible  duplicate  payments  for  D.ME  items 
and  services  for  dually  eligible  Medicare/Medicaid  beneficiaries  in  skilled  nursing  facilities  (SNFs).  DME 
products  are  not  covered  by  Medicare  Part  B  for  beneficiaries  in  SNFs.  These  items  are  supposed  to  be 
provided  by  the  SNF  and  billed  in  their  per  diem  rates  to  whichever  program  is  the  primary  payer  for  the 
inpatient  SNF  stav.  For  dually  eligible  beneflcianes.  that  pnman,  payer  is  usually  the  Medicaid  program. 
Duplicate  payments  by  both  programs  are  possible  if  the  SNF  included  the  costs  of  DME  in  its  per  diem 
rate  to  Medicaid  and  a  supplier  billed  Medicare  Part  B  for  the  same  items. 

MetraHealth  worked  closely  with  01  and  OAS  RO  staff  and  with  the  New  York  Department  of  Social 
Ser\ices  (the  Medicaid  agency  in  New  York  stale  on  the  project).  The  project  involved  obtaining  claims 
histories  for  nursing  home  ser\  ices  for  dual  eligibles  for  the  penod  1 99 1  - 1 994  from  the  State  Medicaid 
.\2ency  and  running  that  history  against  Medicare's  DME  claims  history  for  the  same  time  period.  .-\ny 
instances  where  both  programs  paid  for  DME  for  the  same  beneficiar>  over  the  same  time  period  would 
then  be  investigated  further  for  possible  duplicate  payments.  In  addition  to  duplicate  payments  by  both 
programs.  MetraHealth  also  planned  to  use  the  Medicaid  SNF  stay  history  to  look  for  instances  where 
suppliers  billed  Medicare  Pan  B  for  DME  while  beneficiaries  were  residents  of  a  SNF  for  periods  of  one 
or  more  months.  (The  significance  of  the  one-month  cutoff  is  that  .Medicare  Part  B  does  not  cover  DME 
dunuii  inpatient  SNF  (or  hospital  I  stays  of  a  month  or  more. )  In  these  situations,  the  supplier  should  cease 
billine  Part  B  while  the  beneficiap.  remains  m  the  facilii\.  regardless  of  vvhen  the  patient  began  using  the 
DME  and  even  if  the  patient  w  ill  resume  use  of  the  item  on  discharge  from  the  institution. 

When  we  int.r\iewed  MetraHealth  staff  m  late  August  the\  were  still  talking  to  Stale  .Medicaid  officials 
about  the  logistics  of  data  shanng  and  had  not  actualK  recen  ed  the  Medicaid  claims  histories  lo  perform 
the  data  match.  Thus,  the  outcomes  of  this  project  in  tenns  of  case  referrals  to  the  OIG  or  recoupments 
in  the  Medicare  program  are  unknown. 

In  addition  to  the  above,  the  contractor  had  begun  discussions  with  the  Medicaid  State  .\gency  in 
Penns\l\ania  about  the  possibility  of  an  active  data  exchange  of  more  recent  claims  history  tor  dual 
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eligibles.  EventualK.  MetraHealth  \\ould  like  to  develop  an  on-line  data  link  to  the  Medicaid  agencies 
in  both  states  to  capture  current  Medicaid  ciaiins  histor\  tor  dual  eligibles  that  could  be  used  to  screen 
Medicare  Part  B  DME  claims  prospectively  to  deny  payments  for  beneficiaries  in  SNFs.  This  is  an 
admirable,  although  technically  challenging  and  potentiall>  costly,  goal.  Whether  such  an  ambuious  goal 
will  ever  be  realized  remains  to  be  seen. 

Atlanta  Region— Florida  Blue  Cross  and  Blue  Shield  (Florida  BCBS) 

Florida  BCBS  was  one  of  the  contractors  HCF.-X  RO  staff  used  in  the  Pilot  SNF  Reviews  Project  (FL05 ). 
In  this  project.  HCFA  worked  closely  with  0,-\S  state  surveyors,  and  a  number  of  Medicare  contractors 
to  conduct  a  review  of  all  services  billed  to  Medicare  for  a  sample  of  beneficiaries  in  20  Flonda  SNFs 
identified  as  aberrant  by  the  HCFA  Customer  Infonnation  System  (HCIS)  database.  The  contractor 
assisted  in  training  state  surveyors  on  Medicare's  coverage  and  billing  rules  and  provided  Part  A  and  Part 
B  claims  histories  for  the  sampled  beneficiaries  to  the  project  team  in  HCFA's  Miami  office.  Flonda 
BCBS  also  helped  the  project  team  to  select  the  final  S.NF  sites  for  the  review  and  survey,  and  compiled 
and  analyzed  a  large  amount  of  claims  history  data  for  the  review  teams. 

Work  on  this  project  did  not  result  in  any  changes  to  the  contractor's  internal  claims  processing 
procedures.  In  fact,  the  contractor  reports  it  was  never  informed  of  the  results  of  this  project  nor  does  it 
know  if  it  was  concluded  by  the  ORT  project  team. 

The  SNF  project  discussed  above  was  the  only  project  the  contractor  worked  on  that  it  was  sure  was 
classified  as  part  of  ORT.  It  has  worked  on  a  number  of  other  interesting  projects/initiatives  which  are  not 
related  to  the  designated  provider  types  included  in  the  ORT  design.  One  notable  project  involved  a 
relatively  new  provider  type,  independent  physiological  laboratones  (IPL),  that  started  to  emerge  in  Florida 
and  some  other  states  in  the  mid-1980s.  Most  of  these  labs  were  targeting  dually  eligible  beneficiaries  in 
nursing  facilities  and  senior  housing  complexes  for  extensive  billing  of  x-ray.  imaging,  nuclear  medicine 
and  other  diagnostic  procedures  to  Part  B.  The  number  of  services  per  beneficiary  billed  by  these  labs 
were  so  extensive  that  the  contractor  implemented  what  it  called  its  "Medically  Unbelievable  Screen"  in 
the  front-end  of  its  Part  B  claims  processing  system.  The  screen  was  set  to  deny  selective  services  billed 
by  these  labs  that  exceeded  100  per  month  per  beneficiary.  The  labs  were  told  if  they  wanted  to  appeal 
these  denials,  they  had  to  submit  patients'  medical  records  documenting  the  medical  necessity  of  these 
services.  'Very  few  labs  took  up  this  documentation  challenge.  To  date,  the  contractor  has  denied  about 
S25  million  in  billed  charges  using  this  screen.  .Also,  partly  as  a  result  of  these  front-end  denials  and  also 
because  of  the  dubious  licensing  status  of  these  IPLs.  about  two-thirds  (800  of  the  estimated  1 .200)  of 
these  providers  have  closed  down  in  Flonda.  although  some  have  moved  to  other  locations  such  as 
Louisiana.  Texas  and  Puerto  Rico  and  are  billing  the  carriers  for  those  locations. 

Florida  BCBS  has  also  developed  what  it  calls  its  Lost  Beneficiary  Project.  These  are  beneficiaries  whom 
the  contractor  has  identified  (either  through  self-reporting  or  through  an  analysis  of  claims  history)  who 
have  either  lost,  or  had  stolen  their  Health  Insurance  Claim  Number  Identification  Cards.  If  the  contractor 
suspects  that  a  beneficiary  falls  into  this  category  from  analysis  of  recent  claims  history,  it  will  contact  the 
beneficiary,  compile  a  list  of  the  beneficiary's  real  physicians  and  other  Part  B  practitioners,  and  flag  the 
beneficiary's  HIC  number  to  either  suspend  or  deny  claims  from  unlisted  providers. 
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The  locus  of  activities  for  both  the  IPL  and  Lost  Beneficiar\  projects  was  the  Southern  Florida  area,  an 
area  of  knoun  abuse  with  some  of  the  highest  Medicare  per  capita  ulih/ation  rates  in  the  nation.  The 
contractor  has  two  customer  sen  ice  representatives  in  the  Miami  area  who  work  ciosei\  cm  an  ahnosi  daii\ 
basis  with  the  staff  in  HCFA's  Miami  field  otTice  on  these  and  other  cases.  The  contractor  has  a  large 
inventor,  of  case  referrals  at  the  OIG  as  a  result  of  these  and  other  fraud  and  abuse  actis  ities. 

Dallas  Region — Palmetto  Government  Benefits  Administrators  (PGBA) 

Before  describing  a  few  of  this  contractor's  major  ORT-related  activities  it  is  important  to  note  that  this 
contractor  serves  as  the  regional  home  health  intennedian  (RHHIl  for  Texas  and  will  soon  replace  Aetna 
in  that  role  for  Florida  as  well.  It  also  serves  as  the  DME  regional  carrier  (DMERC)  for  Region  C.  which 
includes  both  Florida  and  Texas,  and  has  separate  national  contracts  with  HCF.A  for  both  the  supplier 
enrollment  and  statistical  analysis  functions  for  DME,  By  virtue  of  its  multiple  contractor  roles.  PGBA 
has  been  involved  in  a  number  of  ORT  projects  since  the  beginning  of  the  demonstration  m  .Apnl  1995, 

One  of  its  major  projects  is  a  Medicare/Medicaid  Data  .Match  project  with  Dallas  RO  HCFA  staff  to 
identify  Part  B  payments  of  DME  for  patients  in  skilled  nursing  facilities  (SNFs)  in  Texas.  This  project 
is  similar  in  both  design  and  objectives  to  MetraHealth's  project  with  the  .New  York  ORT  team.  In  this 
project.  PGBA  received  paid  claims  history  tapes  from  the  Texas  State  .Medicaid  Agency  for  specified  time 
periods  and  matched  them  to  Medicare  Part  B  DME  paid  claims  history  for  beneficiaries  in  SNFs. 
Preliminarv'  results  show  about  $2  million  in  non-covered  DME  for  these  SNF  beneficiaries  that  may  be 
recouped  as  overpayments  from  suppliers.  PGBA  doubts  that  any  of  these  cases  will  be  referred  to  the 
OIG  for  possible  prosecution  due  to  ambiguities  in  defining  and  distinguishing  between  skilled  and  other 
levels  of  care  in  nursing  facilities  in  Texas.  Like  MetraHealth.  PGBA  is  also  exploring  the  feasibility  of 
establishing  an  on-line  link  to  the  Medicaid  claims  processing  system  to  identify  dual  eligibles  in  SNFs 
and  deny  payment  of  DME  claims  for  these  patients  prospectively,  if  possible. 

In  another  ORT  project  with  HCFA  Dallas  ORT  staff  PGBA  is  providing  ongoing  training  of  state 
surveyors  and  medical  review  services  to  the  HHA  Survey  Project,  now  in  its  third  phase  of  survey 
reviews.  As  a  result  of  this  project,  PGBA  in  its  RHHI  role  has  denied  thousands  of  dollars  of  claims  for 
noncovered  services  billed  by  HH.As  surveyed  over  this  project's  multiple  phases. 

OEI  staff  in  Texas  are  studying  the  extent  of  Medicare  billings  for  nursing  home  residents  and 
vulnerabilities  in  nursing  home  payment  policies.  That  work  required  obtaining  claims  payment  data  from 
PGB.A  for  medical  equipment  and  supplies  provided  to  nursing  home  residents. 

The  01  has  approximately  nineteen  ORT  cases  open  in  Texas  in\ol\  ing  HH.As  and  durable  medical 
equipment  (DME)  companies  that  are  being  investigated  with  the  assistance  of  PGB.A,  That  assistance 
is  pnmarily  in  the  form  of  providing  claims  and  payment  information  to  the  OIG  investigator.  However, 
PGB.A  has  recently  hired  an  investigator  who  is  on-site  in  Dallas  who  provides  both  investigative  and 
liaison  assistance  to  the  01  staff 
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Chicago  Region— Health  Care  Service  Corporation  (HCSC) 


The  contractor  provided  assistance  to  Chicago  OAS  staff  m  two  projects  involving  audits  of  hospice 
providers  in  Illinois.  Both  projects  involved  investigating  whether  patients  of  these  providers  met  the 
terminal  illness  eligibility  requirement  of  the  benefit  and  whether  providers  w  ere  discharging  patients  early 
to  avoid  incurring  costs  for  their  extensive  ser\  ice  needs.  The  first  project  targeted  the  1 0  largest  hospice 
providers  in  Illinois.  The  second  project  involved  audits  at  3  Illinois  hospice  providers  owned  bv  a 
national  chain.  HCSC's  major  contributions  to  these  projects  were:  I )  to  provide  claims  histories  to  the 
OAS  staff  for  selected  time  periods  for  beneficiaries  in  these  hospices,  and  2 )  to  review  the  findings  of  the 
PRO  physicians  who  reviewed  the  medical  records  of  selected  beneficiaries  at  these  providers. 

The  major  findings  of  the  audits  of  the  three  national  chain  hospice  providers  in  Illinois  have  been  turned 
over  to  the  01  for  investigation.  Audits  of  the  ten  other  hospices  in  Illinois  are  still  being  conducted.  To 
date.  HCSC  is  not  involved  in  any  major  recoupment  action  against  these  providers  nor  have  anv  been 
excluded  from  the  program.  However,  as  a  result  of  this  and  other  similar  hospice  investigations  in  Puerto 
Rico  and  elsewhere.  HCSC  has  instituted  edits  in  its  claims  processing  system  for  hospice  providers  to 
suspend  claims  for  beneficianes  without  a  pre-determined  set  of  tenninal  diagnoses  and  those  for 
beneficiaries  whose  hospice  stays  exceed  the  210  day  Medicare  coverage  limit  of  the  benefit. 

In  another  ORT  project.  HCSC  assisted  HCFA  RO  staff  in  analyzing  six  months  of  home  health  claims 
history  data  to  identify  twenty  large  HHAs  in  Illinois  for  both  quality  of  care  and  medical  necessity  review 
of  services  to  Medicare  beneficianes.  Other  assistance  provided  by  HCSC  included; 

providing  claims  history  for  20  outlier  patients  of  each  of  these  20  HHAs. 

•  assisting  in  the  training  of  state  survey  nurses  in  Medicare  coverage  and  billing  rules,  and 

•  reviewing  the  results  and  findings  of  the  nurse  surveyors  and  determining  a  plan  of  action  for 
each  provider  in  the  survey,  and  carrying  out  the  action  plan. 

Most  of  HCSC's  action  plans  to  date  involve  either;  1 )  provider  education;  2)  focused  medical  review;  3 ) 
comprehensive  medical  review;  or  4)  referral  to  the  OIG.  HCSC  is  also  explonng  the  possibility  of 
installing  new  prepayment  audits/edits  to  avoid  payment  for  the  questionable  claims  types  found  in  these 
surveys.  HCSC  conducted  similar  activities  for  HCFA's  hospice  project. 

Finally.  HCSC  has  also  been  involved  in  two  other  projects,  which  while  not  related  directly  to  ORT  are 
worth  noting  in  passing.  The  first  involves  the  potential  abuse  of  community  mental  health  services  by 
various  institutional  and  ambulatory  providers  in  the  Medicare  program.  HCSC  is  working  closely  with 
the  OIG  on  this  project.  Questions  concern  the  possibility  that  some  Part  A  and  Part  B  providers  isuch 
as  hospitals,  nursing  homes,  psychiatric  day  care  centers,  social  workers,  psvchiatrists  and  psychologists) 
are  involved  in  schemes  to  maximize  profits  by  cross-referrals  of  beneficiaries  for  services  of  dubious 
medical  necessity  or  benefit  to  them.  HCSC  has  also  been  involved  with  HCFA  in  a  project  examining 
upcoding  of  ambulance  claims.  This  involves  ambulance  suppliers  charging  Medicare  for  full  ambulance 
services  when  beneficiaries  were  actually  transported  in  cars  or  vans. 
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San  Francisco  Region — CIGNA 


This  contractor  is  the  DMERC  tor  Region  D  and  its  major  contributions  to  ORT  have  been  in  providing 
DMEPOS  claims  history  and  analyses  and.  in  some  cases,  investigation  support  to  HCF.A  and  the  OIG  in 
its  projects  and  other  activities  involving  the  DMEPOS  benefit.  Most  ol  its  actis  ilies  in\olve  suppliers 
located  in  Southern  California,  an  area  which  appears  to  be  the  West  Coast  equivalent  of  South  Florida 
in  terms  of  fraud  and  abuse  of  DMEPOS  services.  To  date.  CIGN.A  has  assisted  either  HCFA  or  the  OIG 
in  major  studies  or  investigations  of  the  follow  ing  categories  of  DMEPOS  products: 

•  incontinent  care  products 

•  body  jackets 

•  diapers 

•  orthoses 

•  saline  products 

•  air  support  mattresses 

•  o.xygen 

•  lymphedema  pumps 

.As  a  result  of  these  and  other  studies,  by  the  end  of  June  1 996  CIGN.A  had  referred  93  ORT  cases  to  the 
OIG.  In  addition.  CIGNA  has  a  large  inventor\'  of  cases  under  various  stages  of  internal  development  that 
fall  under  the  ORT  classification.  These  involve  534  supplier  numbers  for  which  5,707  complaints  have 
been  received.  Some  of  these  internal  cases  involve  major  investigations  of  various  types  of  multi-supplier 
fraud  and  abuse  schemes  in  the  DMEPOS  industry.  These  usually  involve  multiple  suppliers  billing  for 
different  types  of  DME  for  the  same  groups  of  beneficianes  simultaneously  or  taking  turns  in  billing  for 
similar  types  of  DME  for  these  blocks  of  patients. 

Besides  these  referrals  to  the  OIG  and  internal  cases,  CIGNA  has  issued  two  special  fraud  alerts  for 
DMEPOS  abuses,  and  changed  its  Medical  Review  Policies  for  diapers,  hot  and  cold  therapy  and  o.xygen 
services  as  a  result  of  program  weakness  identified  through  its  activities. 

CIGN.A  has  also  been  actively  involved  in  ORT  outreach  activities.  It  conducted  six  seminars  to 
residential  care  providers  in  Southern  California  to  emphasize  the  importance  of  keeping  Medicare 
beneficiarv'  numbers  confidential  and  alert  them  to  the  common  Medicare  scams  at  "Bed  and  Board"' 
facilities.  It  also  participated  in  a  Long  Term  Care  Ombudsman  fraud  and  abuse  '  train  the  trainer"  session 
that  will  eventually  be  given  to  over  1,000  Ombudsmen  in  the  state  of  California.  At  HCFA's  request, 
CIGNA  sent  an  OIG  nursing  home  fraud  alert  to  over  13,000  DME  suppliers  that  do  business  in 
California. 

Conclusion 

The  first  wave  of  case  studies  we  performed  showed  that  contractors  roles  in  the  ORT  demonstration 
varied.  In  tenns  of  the  intensity  of  ORT  activities,  it  appears  that  the  regional  contractors  for  DME  and 
home  health  played  a  more  aggressive  role  than  contractors  responsible  for  the  basic  Part  A  and  Part  B 
functions  in  the  ORT  states.  Thus,  while  Florida  Blue  Cross  and  Blue  Shield  implemented  a  number  of 
aggressive  and  interesting  fraud  and  abuse  projects,  such  as  the  IPL  and  Lost  Beneficiary  projects,  these 
technically  do  not  meet  the  provider  type  cntena  to  be  included  under  ORT.  On  the  one  ORT  project  that 
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Florida  BCBS  worked  on  (ihe  SNh  Pilot  Re\icu  Project i.  it  had  yet  to  he  advised  b\  either  HCFA  or  the 
OAS  of  the  outcomes  of  that  project  at  the  time  of  our  interview . 

By  contrast,  the  DMERCs  and  RHHIs  pia\ed  roles  in  the  entire  spectrum  of  ORT  initiati\es  and  specific 
agency-directed  projects  at  the  ROs,  The\  \s  ere  ins  oi  v  ed  in  many  of  the  education  and  outreach  meetings 
arranged  by  the  AoA.  assisted  in  training  state  surveyors  for  the  Home  Health  Survey  projects,  were 
actively  involved  in  major  overpayment  recoupment  projects,  and  (in  the  case  of  CIGN.A  at  least) 
developed  a  great  number  of  cases  which  were  referred  to  the  OIG  for  possible  civil  or  criminal 
prosecutions.  Finally.  CIGNA  also  stands  out  for  the  cost  avoidance  actions  it  took.  These  were  in  the 
form  of  its  special  fraud  alens  and  revised  medical  revieu  policies  for  three  groups  of  D.MFPOS  products 
in  the  Medicare  program. 

3.3    Findings  From  Second  Wave  Case  Studies 

As  noted,  our  second  wave  of  case  studies  was  more  intensive  than  our  first  wave.  The  major  findings 
from  the  two  contractors  visited  appear  below.  Section  .v.'^.  1  contains  the  findings  from  the  case  stud\  ot 
Transamerica  Occidental  Life  Insurance  Co.  (TOLICl.  Section  3.3.2  contains  the  findings  from  the  case 
study  of  Blue  Cross  and  Blue  Shield  of  Texas  (BCBSTXi.  Our  conclusions  from  the  case  studies  of  both 
contractors  are  discussed  in  Section  3.3.3. 

3.3.1     San  Francisco  Region  —  Transamerica  Occidental  Life  Insurance  Company  (TOLIC) 
Overview 

Transamenca  Occidental  Life  Insurance  Company  (TOLIC)  is  one  of  the  original  Medicare  Part  B  carriers, 
having  served  in  this  capacity  for  Southern  California  since  Medicare  operations  began  in  1966.  In  late 
May  1997.  we  visited  its  Medicare  operations  site  in  downtown  Los  .Angeles  and  met  with  the  Chief 
Medicare  Officer  of  the  contractor,  the  managers  of  the  Fraud  Unit  and  of  Medicare  Audit,  and  the 
Medicare  Fraud  Information  Specialist  (MFIS). 

Before  beginning  to  ask  the  questions  li.sted  on  the  Contractor  Interview  Protocol  (see  .Attachment  2 1.  \\e 
requested  an  overview  of  the  administrative  structure  and  general  staff  levels  of  its  Southern  Calitomia 
Medicare  operation  with  a  particular  focus  on  how  and  where  its  Fraud  and  Abuse  and  other  program 
safeguard  functions  fit  into  this  structure.  Otficials  stated  that  the  entire  organizational  stmcture  ot  its 
Medicare  operation,  and  its  Fraud  and  Abuse  functions  within  it,  had  undergone  a  major  overhaul  in  1 994. 
Since  then,  the  carrier  had  continued  to  enhance  and  enlarge  its  fraud  capabilities. 

The  Chief  Medicare  Officer  explained  that,  soon  after  he  assumed  his  position  in  October  1993.  he 
selected  a  group  of  10  of  his  most  skilled  and  experienced  Medicare  staff  to  develop  a  plan  to  overhaul 
TOLIC"s  Medicare  organizational  structure.  The  goals  were  to  flatten  the  administrative  apparatus, 
enhance  efficiency,  eliminate  redundancy,  and  improve  customer  service.  Included  in  his  mission  charge 
to  this  group  was  the  need  to  respond  to  HCFA's  recent  demands  that  contractors  improve  their  program 
safeguard  activities  by  adding  i often)  new  types  of  staff  to  those  functions  with  statistical  and  analviical 
skills  to  better  identify,  investigate,  and  prevent  program  abuse.  After  twelve  weeks  of  study  and 
reflection,  the  group  presented  a  plan  that  changed  the  old  structure  of  4  divisions  and  17  major 
departments  to  one  based  on  what  they  call  "major  functional  umbrellas."  There  are  seven  umbrellas 
under  this  organizational  structure  for:  audit,  customer  service  (claims  and  beneficiary/  provider  services). 
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post-pav  medical  review,  receipts  and  other  logistical  ser\ices.  financial  ^erMces.  v\Htems.  and  guidance 
and  regulations  (i.e..  adherence  to  Medicare  rules  and  regulations).  Under  these  unihrellas  are  depanments 
and  smaller  units  responsible  for  specific  functions/activities. 

An  organizatior.al  chart  of  the  Medicare  Audit  Umbrella  appears  in  E.xhibit  3-2.  As  can  be  seen  from  the 
exhibit,  virtually  all  functions  associated  with  program  integrity/safeguards  are  included  in  its  domain. 
Besides  the  Fraud  Unit,  these  include  provider  enrollment,  comprehensive  medical  re\iew. 
internal/external  compliance  (i.e..  audit),  and  smaller  units  for  statistical  activities  and  the  Medicare  Fraud 
Information  Specialist  activities. 

in  addition  to  these  larger  structural  changes,  other  important  changes  relating  to  the  types  and  numbers 
of  staff  have  occurred  more  recentU  within  the  Fraud  Unit.  To  make  main  of  these  changes.  TOLIC  \sent 
outside  its  organization  to  recruit  staff  with  new  kinds  of  expertise  and  experience  in  the  healthcare  and 
insurance  fraud  field.  Among  these  new  hires  were: 

•  New  Fraud  Unit  Manager:  A  new  manager  for  this  unit  was  hired  in  February  1996.  The 
manager  has  a  JD  and  is  a  Certified  Fraud  Examiner  (CFE).  with  over  20  years  m  federal  law 
enforcement,  mostly  with  the  OIG  Criminal  Investigation  Service  of  the  Department  of 
Defense. 

New  Team  Leaders  in  Fraud  Unit:  Over  this  same  period.  TOLIC  added  three  new  Team 
Leader  positions.  One  has  a  CPA  and  CFE  designation,  and  another  was  an  executive  with 
a  workers  compensation  insurance  company.  The  third  has  extensive  Medicare  knowledge 
and  expenence. 

New  .Medicare  Fraud  Infonnation  Specialist:  TOLIC  hired  a  person  for  this  position  in  May 
1996.  The  MFIS  had  worked  for  1."^  years  for  a  workers  compensation  insurance  company, 
most  recently  as  a  Vice  President.  She  was  extensively  in\olved  in  claims  analysis  and 
internal  audit  in  her  previous  positions  with  this  insurer. 

New  Fraud  Analysts:  TOLIC  added  four  new  staff  to  these  positions.  Three  of  these  analysts 
have  law  degrees.  One  recently  passed  the  California  Bar  Examination.  Another  new  anal>st 
was  an  investigator  with  the  California  State  Bar.  .A  third  was  a  federal  investigator  with  the 
FDIC. 

Before  it  made  most  of  the  changes  in  its  Fraud  Unit.  TOLIC  spent  some  time  studying  the  organizational 
and  staffing  features  of  a  select  group  of  contractors  who  were  considered  by  HCFA  and  its  peers  to  have 
the  best  Medicare  fraud  and  abuse  operations.  At  the  time  these  included  the  Blue  Cross  and  Blue  Shield 
plans  in  Florida.  New  York  City  (Empire)  and  the  Blue  Shield  (Part  B  carrier)  plan  in  Pennsylvania.  In 
fact,  they  made  a  two-day  site  visit  to  the  Flonda  plan. 
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TOLIC  had  a  total  of  80  staff  in  its  Audit  Umbrella  in  Februar>  I'^^^r.  Houe\er.  2  1  of  (hose  statY  were 
devoted  to  a  new  Medicare  contract  which  TOLIC  recenth  receised  to  perform  fraud  and  abuse  acti\  ities 
for  six  western  states  (Alaska.  Anzona.  Hawaii.  Nevada.  Washington,  and  Oregon  i.  In  these  states  TOLIC 
replaces  Aetna  Life  Insurance  Company,  which  is  lea\ing  Medicare  Part  B  program  administration. 
Subtracting  these  MIP  staff  leaves  a  total  of  59  staff  for  its  program  safeguard  activities  for  Southern 
California. 

This  concludes  our  general  description  of  the  organizational  structure  of  TOLIC"s  program  safeguard 
activities.  The  discussion  below  w  ill  follow  the  general  sequence  of  question^  on  the  Contractor  Interview 
Protocol  in  Attachment  2.  The  protocol  groups  questions  into  three  major  categories:  1 )  specific  questions 
about  Operation  Restore  Trust  (ORT)  under  Section  ,A;  2 1  administrative/policy  questions  under  Section 
B:  and  3)  general  questions  on  workload  management  in  Section  C.  Most  of  the  information  that  appears 
below  was  provided  by  TOLIC s  program  integnty  staff  in  response  to  questions  listed  on  the  protocol. 
Other  descriptive  information  was  supplied  by  either  HCF.A  or  OIG  staff  at  the  RO  with  knowledge  of 
TOLIC's  performance. 

A.        Specific  Questions  About  Operation  Restore  Trust  (ORT) 

TOLIC  has  participated  in  or  supported  the  ORT  effort  in  three  major  categories  of  activities: 
investigations:  improved  outreach/education,  and  data  analysis.  Each  of  these  categories  is  discussed  in 
more  detail  below. 

Investigations 

The  investigation  which  had  the  most  impact  on  TOLIC's  internal  operations  and  on  the  carrier's 
contribution  to  the  ORT  effort  in  the  region  involved  a  study  of  billing  for  psychological  services  in 
Southern  California. 

Early  in  the  ORT  demonstration  penod.  beneficiary  complaints  to  the  contractor  identified  a  number  of 
inappropnate  billings  to  Medicare  for  psychotherapy  services  in  Southern  California.  Further  research  by 
TOLIC  staff  and  by  HCFA  analysts  at  the  RO  indicated  that  twent\  percent  of  the  national  payments  for 
such  services  were  being  paid  to  Southern  California  providers.  When  the  billing  practices  of  many  of 
these  providers  were  examined  in  detail  by  TOLIC.  it  became  clear  that  psychotherapy  serv  ices  were  being 
ovenitilized.  For  example,  some  beneficiaries  over  age  8.5  were  being  billed  for  4  to  6  therapy  services 
per  week,  which  totaled  over  S55.000  for  a  21 -month  penod.  Much  of  the  excessive  billing  was  for 
services  for  beneficiaries  living  in  nursing  homes  or  in  residential  care  facilities,  one  of  the  ORT  target 
settings.  In  response,  the  Medicare  carrier  developed  and  implemented  new  claims  processing  edits  on 
selected  codes  which  kicked  out  many  claims  for  medical  rev  iew  before  payment.  In  many  of  these  cases, 
the  medical  records  did  not  support  the  medical  need  for  the  large  amounts  of  psychotherapy  services 
billed  to  Medicare.  The  carrier  identified  savings  totaling  S30.3  million  during  the  ORT  demonstration 
as  a  result  of  the  claims  processing  edit  and  intensified  medical  re\  lew .  Other  Medicare  carriers  around 
the  country  have  also  adopted  the  approach  used  by  TOLIC. 

As  the  Pan  B  carrier  for  Southern  California.  TOLIC  does  not  process  claims  for  any  of  the  specific 
provider  groups  targeted  by  ORT.  However,  it  has  perfomied  a  number  of  ancillary  or  follow-on 
investigations  of  physicians  and  other  Part  B  providers  in  relation  to  services  provided  in  nursing  homes 
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or  residential  care  facilities,  places  of  ser\  ice  that  uere  targeted  hy  tlie  ORT  demonvtration.  Most  of  these 
investigations  were  prompted  b\  invesiigaiions  or  anal>ses  initiall>  conducted  b\  the  HCFA  RO  data 
analysis  team  or  b>  the  OIG  or  other  Medicare  contractors,  such  a^  CIGN.A.  the  DME  earner  with 
jurisdiction  m  California.  .A  feu  of  the  more  notable  investigations  are  lifted  briet'K  below. 

•  TOLIC  was  contacted  by  the  HCFA  RO  to  review  the  billing  activity  of  a  urologist  billing  for 
services  in  skilled  nursing  facilities.  .Allegations  included  billing  for  serxices  not  rendered 
and  submitting  false  records.  TOLIC  opened  a  fonnal  fraud  investigation  on  the  provider 
and.  upon  completion,  referred  the  case  to  the  OIG.  TOLIC  aKo  began  working  with  HCF.A 
for  approval  to  initiate  a  payment  suspension  action  agam-i  the  pro\  ider. 

This  points  out  another  feature  of  the  ORT  effort  in  the  Region — the  HCF.A  RO  has 
encouraged  its  contractors  to  pursue  early  payment  suspension  actions  against  providers 
suspected  of  fraud  and  abuse.  Although  such  contractor  requcNts  have  to  be  rcMCwed  and 
approved  by  both  HCFA  and  HHS  Office  of  General  Counsel  attorneys,  an  increased  number 
of  providers  have  had  their  payments  suspended  dunng  the  ORT  demonstration  as  a  result  of 
this  combined  HCFA/contractor  initiative. 

TOLIC  was  contacted  by  HCF.A  RO  to  review  the  billing  historv  and  patient  records  for 
services  billed  by  an  Independent  Physiological  Laboratory  (IPL).  The  allegations  included 
billing  for  services  not  rendered  and  billing  for  office  services  when  the  patient  was  residing 
at  a  skilled  nursing  facility.  Patients  resident  at  SNFs  were  also  prescribed  D.ME  equipment. 
This  review  resulted  in  a  fraud  investigation  on  this  provider  which  is  currentl>  under 
development. 

•  TOLIC  was  contacted  by  the  OIG  to  review  and  analyze  the  billing  patterns  of  t1  ve  physicians 
of  various  specialties  who  had  been  identified  as  high-volume  billers  treating  patients  in 
skilled  nursing  facilities.  TOLIC  was  asked  to  review  the  number  of  visits  and  pro\ide  the 
OIG  with  sample  claims. 

•  TOLIC  was  contacted  by  HCFA  RO  to  participate  in  a  stud\  being  conducted  by  CIGNA,  the 
DME  contractor.  .As  a  result  of  the  study.  TOLIC  opened  a  fraud  investigation  on  a 
podiatnst.  Allegations  against  the  provider  included  billing  for  services  rendered  by  medical 
assistants  at  skilled  nursing  facilities.  An  earlv  alert  record  (E.AR)  was  placed  on  the 
provider's  activities  and  all  claims  now  require  progress  notes  from  the  provider.  In  addition, 
a  comprehensive  medical  review  (C.MR)  is  being  performed  on  the  provider. 

TOLIC  was  contacted  by  the  OIG  to  provide  billing  data  on  a  general  practitioner  who  is 
allegedly  involved  in  high-volume  DME  and  home  health  scams.  TOLIC  provided  copies  of 
over  2.000  checks  specifically  requested  by  the  OIG  special  agent  handling  the  case.  This 
case  is  still  being  investigated  b\  the  OIG. 

TOLIC  was  contacted  b\  the  OIG  to  pull  the  applications  of  four  physicians  of  \arious 
specialties  who  had  been  identified  as  high-volume  billers  treating  patients  in  skilled  nursing 
facilities.  Applications  were  provided  as  requested  and  the  case  is  currently  under  review  b\ 
the  OIG. 
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Outreach/Education 


Two  areas  uithin  TOLIC.  Customer  Services  and  the  Fraud  Iinestigations  Unit,  are  generally  involved 
in  supporting  HCFA.  the  OIG.  and  AoA  in  ORT  outreach  and  education  actn  ities.  Customer  Service 
provides  speakers  and  other  material  general  issues  concerning  Medicare  Part  B  coverage,  benefits,  and 
claims  processing  and  appeals  matters.  The  Fraud  Investigation  Unit  pro\  ides  int'onnation  on  matters 
specific  to  fraud  and  abuse  of  the  .Medicare  Part  B  program.  The  .Medicare  Fraud  Infonnation  Specialist, 
generally  represents  the  Fraud  Unit  in  these  outreach  and  education  activities.  .A  summary  of  TOLIC"s 
major  ORT-related  outreach/education  activities  follows,  beginning  with  the  Los  .Angeles  Communit\ 
Outreach  Project  (L.ACOP).  which  is  probably  the  most  ambitious  of  such  activities  undertaken  by  the 
ORT  team  in  the  region. 

Los  Angeles  Community  Outreach  Project  (LACOP) 

The  managing  partners  of  the  Operation  Restore  Trust  (ORT)  project  m  California  ha\e  identified  Los 
Angeles  as  the  target  community  for  an  extensive  educational  and  outreach  effort.  Coordinating  and 
designing  this  outreach  program  has  been  the  major  goal  of  the  ORT  campaign  known  as  the  "Los  Angeles 
Community  Outreach  Project"  (L.ACOP).  This  group  has  been  meeting  since  .August  1996  and  is 
compromised  of  representatives  from  HCFA,  OIG,  TOLIC.  Blue  Cross  of  California  (the  major  Part  A 
intermediary  in  the  state),  senior  advocacy  groups,  and  state  and  local  government  agencies  providing 
services  to  the  ethnically  diverse  population  in  Los  .Angeles. 

LACOP  fonned  subcommittees  to  coordinate  the  major  tasks  involved  in  planning  a  program  rollout  event 
for  March  21.  1997.  These  subcommittees  include  a  strategic  planning  committee,  speakers  committee, 
wntten  word  committee  and  media  committee.  Upon  the  specific  request  of  the  HCFA  RO,  the  MFIS  has 
participated  in  all  committees  as  a  team  member  and  a  team  leader  as  needed. 

The  .MFIS  has  also  served  as  a  member  of  a  special  cul  hoc  committee  responsible  for  gathering  and 
analyzing  demographic  infonnation  for  LA  County.  Much  of  the  research  associated  with  the  project  was 
obtained  from  the  Internet  and  by  extensive  research  at  public  libraries.  The  purpose  of  the  research  was 
twofold: 

•  To  identify  the  major  senior  ethnic  groups  in  L.A  County,  languages  spoken,  and  the  extent 
of  linguistic  isolation. 

•  To  identifv  where  the  senior  population  resides  by  zip  code,  to  use  this  data  in  correlation 
u  ith  complaint  data  by  beneficiary  zip  code  collected  from  all  Medicare  contractors  operating 
in  Southern  California  and  with  the  patient  zip  codes  for  every  provider  currently  under 
investigation  by  law  enforcement  agencies. 

The  result  of  this  research  and  analysis  forms  the  basis  of  a  paper  entitled.  "Medicare  Fraud  and  Abuse 
Within  Los  Angeles  County."  written  by  Mike  Piazza  of  the  HCFA  RO.  This  document  was  distributed 
to  all  attendees  of  the  rollout  event  of  March  21.1 997. 

Additional  ORT  outreach  and  education  activities  are  described  below. 
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,VVh'  Medicare  Fraud  Slide  Presentation 

HCFA  and  the  Ac^A  asked  Blue  Cross  of  California  tBCC)  and  TOLIC  to  des  elop  a  neu  Medicare  fraud 
slide  presentation  for  the  Operation  Restore  Trust  effort.  This  presentation  uould  he  used  tor  a  ^a^et^ 
of  purpoiies; 

.  As  a  tool  for  the  ■Train  the  Trainer'-  program  within  Los  Angeles  count> .  The  goal  of  thi. 
pro2ram  is  to  educate  selected  members  of  the  community  on  the  subject  of  Medicare  fraud 
and^hen  to  enlist  their  support  in  reaching  out  to  the  communitx  wuh  this  important  message. 

.  Both  BCC  and  TOLIC  would  be  responsible  for  conducting  the  training  sessions  for  the 
community  trainers  and  to  offer  continued  technical  support  as  the>  reach  out  into  the 
community.  HCFA  agreed  to  underwrite  the  expense  invoKed  in  reproducmg  the  training 
package. 

.  As  the  pnnc.pal  educational  and  outreach  tool  for  HCFA.  OIG.  AoA  and  contractor 
representatiNes  (MFIS  and  Customer  Service  staff)  for  their  speaking  opportunities  on 
Medicare  fraud. 

As  a  result  of  this  request,  a  Microsoft  PowerPoint  presentation  was  developed.  The  main  features  of  the 
presentation  contain  current  information  about  Medicare  traud: 

.  It  IS  comprehensive  in  nature,  including  a  discussion  on  the  most  prevalent  schemes  found 
by  Part  A.  Part  B  and  DME  contractors. 

.  With  shaht  modifications  in  stvie  of  presentation,  the  program  can  be  delivered  to  all 
audience  type,s  (beneficiaries,  advocacy  groups,  law  enforcement  and  the  caregiver 
community  and  others). 

.  The  presentation  can  be  easilv  tailored  to  tit  the  amount  of  time  available  to  the  speaker. 
Th.s  ,s  mainlv  due  to  the  ■■chapter"  design  of  the  program.  While  the  entire  presentation  takes 
approx.matelv  2  hours  to  deliver,  the  speaker  may  easily  choose  to  eliminate  elements  ot  the 
presentation  by  lifting  a  ■■chapter(s)".  The  most  basic  elements  of  the  program  can  be 
delivered  in  as  little  as  15  minutes. 

All  slides  and  narratives  were  delivered  to  HCFA.  AoA.  and  the  OIG  for  editing,  venfication  of  accuracy, 
tone  and  stvle.  One  hundred  copies  of  the  presentation  were  made  available  to  the  AoA  tor  its^  Train  the 
Trainer-  programs  within  LA  County.  Copies  were  also  distributed  to  the  Los  Angeles  Police  Depanment 
(LAPD)  and  police  departments  in  other  states. 

The  Medicare  Fraud  Slide  Presentation  has  been  used  as  a  focus  of  various  tram  the  trainer  meetings  and 
other  events. 

m  addition,  the  MFIS  has  conducted  os  er  20  fraud  aw  areness  presentations  on  Medicare  Fraud  and  Abuse 
to  vanous  community  groups  in  the  period  between  May  1996  and  March  1997. 
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Improved  Scope  and  Use  of  Data 


One  analytic  tool  available  to  the  ORT  initiatixe  in  Southem  California  that  is  just  beginning  to  become 
available  in  other  HCFA  regions  is  the  STARS  integrated  claims  data  base  s\stem.  The  s\stem  uas 
developed  by  VIPS.  a  major  Medicare  systems  contractor.  The  unique  feature  of  STARS  as  it  is  installed 
in  TOLIC  is  that  it  contains  both  intermediary  (Part  A)  and  carrier  (Part  B)  claims,  which  allows 
contractors  and  other  users  to  obtain  a  detailed  profile  of  a  beneficiar\  use  of  Medicare  services  from 
both  components  of  the  program.  All  Medicare  contractors  maintain  on-line  retneval  s\  stems  of  between 
1 8  and  27  months  of  claims  history.  But  until  STARS,  that  history  was  limited  to  only  their  own  particular 
claims  workload,  either  regular  Part  A  or  Part  B  claims  or  some  of  the  provider-specific  home  health  and 
DME  claims  processed  by  the  Medicare  regional  contractors.  The  ST.ARS  sv  stem  configuration  at  TOLIC 
contains  its  own  data  base  of  Part  B  claims  for  Southem  California  beneficiaries  plus  about  of  Part 
A  claims  for  all  California  beneficiaries.  Updates  to  the  Part  A  histor\  are  received  on  a  monthly  basis 
from  Blue  Cross  of  California  (BCC).  the  major  Part  .A  fiscal  intennediary  and  regional  home  health 
intermediarv  for  the  area.  [The  missing  10  percent  of  Part  A  historv  represents  the  combined  claims 
workload  of  the  other  FIs  with  California  pro\  iders:  .Aetna,  Mutual  of  Omaha,  and  some  HHAs  who  have 
elected  contractors  other  than  BCC  as  their  RHHl.] 

TOLIC  officials  stress  the  importance  of  STARS  in  enabling  them  to  conduct  quicker  and  more 
comprehensive  investigations  in  response  to  beneficiarv  complaints  and  referrals  from  other  sources.  With 
ST.ARS.  TOLIC  auditors  can  e.xpand  the  scope  of  complaint  investigation  against  a  specific  provider  to 
idci.tify  new/additional  providers  who  nia\  exhibit  the  same  beha\ior.  STARS  also  allows  users  to 
investigate  major  abusive  trends  such  as  "bene-surtrng.'"  a  term  used  to  identify  providers  who  use  nursing 
homes,  residential  care  facilities,  and  other  senior  housing  clusters  to  "surt^'  for  beneficiaries  whom  the\ 
can  bill  for  unsolicited  and  often  unnecessary  services.  Major  scams  involving  multiple  providers  can  also 
be  researched  with  STARS  since  it  allows  analysis  at  the  service  (procedure/DRG  code),  provider, 
beneficiary  and  referring/ordering  physician  levels.  Through  the  use  of  ST.ARS  and  other  databases,  such 
as  the  Medicare  Common  Working  File.  TOLIC  and  other  Medicare  contractors  in  California  have  begun 
to  share  information  about  referring  and  ordering  physicians  associated  with  questionable  DME  and  home 
health  services  and  take  appropriate  investigative  and  preventive  action  within  their  own  workloads. 

In  ,Apnl  1996.  the  STARS  system  in  Southem  Califomia  was  made  available  to  HCFA  and  OIG  staff  in 
the  region.  Costs  for  this  access  were  covered  by  HCFA"s  contractor  budget  for  the  region  (i.e..  non-ORT 
funds  1.  Access  to  STARS  and  other  Medicare  databases  has  enhanced  the  ability  of  both  agencies  to 
perform  more  targeted  and  comprehensive  investigations  and  to  identify  problematic  trends  and  abuses 
at  an  earlier  stage  in  their  development. 

OIG  Hotline  Referrals 

TOLIC  was  not  affected  much  by  the  OIG  Hotline.  This  is  perhaps  because  in  the  ORT  education  and 
outreach  sessions  in  Region  IX.  beneficianes  and  pro\  iders  were  encouraged  to  contact  each  contractor's 
customer  service  telephone  number  instead  of  the  Hotline  to  report  suspected  fraud  and  abuse.  These 
outreach  efforts  had  a  large  impact  on  the  volume  of  calls  to  TOLIC"  s  customer  service  line  last  fall,  w  hen 
the  volume  of  such  calls  climbed  to  an  average  of  about  1 .000  calls  each  month  (from  a  previous  average 
of  350  per  month).  .All  calls  involving  potential  fraud  and  abuse  issues  are  handled  by  specialized  staff 
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in  customer  sen  ices.  infomialK  knovvn  ihe  [-laiiJ  Squad  m  the  area,  The^o  viall  ha\e  ixvcinclI  inlciiM^e 
training  on  how  to  iiandle  these  calls  and  research  Mich  complamtN. 

As  for  OIG  Hotline  referrals.  TOLIC  said  they  received  an  average  of  7.5  per  month  during  the  first  \ear 
of  ORT  but  the  volume  dropped  to  an  average  of  3.1  per  month  in  ORT's  final  >ear — a  period  during 
which,  as  noted  above,  the  volume  received  on  its  own  customer  sen  ice  line  saw  dramatic  increases.  Only 
2  Hotline  referrals  during  the  two  years  of  ORT  (out  of  more  than  lOOi  uere  found  to  be  duplicates  of 
referrals  generated  by  its  own  resources. 

ORT  Impacts  on  Contractor  Fraud  and  Abuse  Activities 

0\er  the  last  two  years.  TOLIC  reported  a  number  of  imponant  changes  in  its  interactions  w  ith  the  ORT 
partner  agencies  in  its  fraud  and  abuse  efforts.  .Among  the  major  changes  were  the  following: 

Quicker  HCP  .A  Approval  of  Payment  Suspensions.  TOLIC  reports  that  HCFA  RO  staff 
now  facilitate,  through  the  HHS  Office  of  General  Counsel  (OGCi.  more  timeK  suspensions 
of  Medicare  payments  to  suspect  providers  than  in  the  past.  In  fact,  earlier  payment 
suspensions  for  suspect  providers  is  now  a  prionts  of  HCF.A  in  the  region.  In  addition. 
TOLIC  perfonns  comprehensive  medical  reviews  in  \  irtually  all  these  cases  to  calculate  and 
begin  collecting  overpayments,  even  if  the  case  is  being  referred  to  the  OIG  or  other  law 
enforcement  agencies  tor  further  action. 

•  More  Frequent  Meetings  and  Communications  with  the  OIG  Instead  of  just  sending 
cases  to  the  OIG.  TOLIC  meets  w  ith  OIG/OI  staff  on  a  regular  basis  to  discuss  upcoming  case 
referrals.  Some  of  these  meetings  include  HCFA.  DOJ  and  FBI  staff.  Now.  new  cases 
referred  by  TOLIC  are  no  longer  a  surprise  to  the  OIG.  HCFA  RO  staff  took  the  lead  in 
encouraging  these  contractor/OIG  meetings,  which  began  in  1994  and  expanded  during  the 
ORT  demonstration.  Also,  if  the  OiG  has  no  interest  or  cannot  handle  a  ca.se.  TOLIC  w  ill 
■"shop  around"  to  the  FBI  and  the  Postal  Inspection  Service  to  see  if  they  will  take  it  on.  In 
addition.  TOLIC  participates  in  training  new  OIG  staff  and  has  made  its  STARS  and 
mainframe  claims  history  system  available  to  the  OIG. 

•  Access  to  Ao.A  Resources.  TOLIC  now  has  access  to  meetings  and  conventions  of  .Ao.A"s 
ombudsmen  and  senior  care  provider  network  for  its  fraud  and  abuse  education  and  outreach 
activities.  These  represent  important  new  sources  of  potential  referrals  in  the  process  to  detect 
and  deter  program  fraud  and  abuse. 

.Although  TOLIC  officials  expressed  caution  about  attributing  all  these  improvements  to  the  ORT 
demonstration,  they  felt  there  was  no  question  that  ORT  had  aided  and  quickened  the  pace  of  these 
changes. 


Abt  Associates  Inc. 


Appendix  3:  Contractor  Case  Studies 


3-20 


B.       Administrative/Policy  Questions 


The  questions  in  Section  B  of  the  Protocol  were  designed  to  in\esiigate  whether  or  not  Medicare 
contractors  had  adopted  certain  "best  practices"  of  an  effective  healthcare  fraud  control  program.'  Since, 
in  most  cases.  HCFA  neither  mandates  nor  funds  its  contractors  to  perform  such  best  practices,  we  were 
not  surpnsed  that  contractors"  in  general  did  not  understand  the  thrust  of  many  of  these  questions.  Nor 
did  these  questions  elicit  many  unexpected  or  mteresting  responses  meriting  discussion  in  this  report. 

Nonetheless,  we  did  find  ample  evidence  that  TOLIC  had  developed  a  more  formal  and  rational  basis  for 
allocating  its  resources  to  activities  with  a  greater  potential  prevention  or  prosecution  pa>off.  An  example 
is  the  protocol  described  below,  developed  for  TOLIC" s  complaint  processors; 

TOLIC's  Medicare  Fraud  Unit  Procedure  Manned  outlines  the  protocol  to  be  used  by  complaint 
processors  to  review/analyze  complaints  and  to  expand  the  revieu  of  identified  trends  beyond  the 
subject  provider.  These  procedures  enable  TOLIC  to  focus  on  a  provider  as  soon  as  a  trend 
begins  to  develop  in  his/her  billing  practices.  Highlights  of  these  procedures  are  as  follows: 

a.  Case  summaries  are  prepared  by  complaint  processors  as  follows: 

After  receipt  of  every  five  (5)  complaints  received  for  an\  one  provider: 

After  receipt  of  any  complaint  where  the  potential  dollar  loss  to  Medicare  equals  or 

exceeds  51,000:  or 

•  After  the  fifth  incident  where  medical  records  were  requested  and  the  provider  fails  to 
respond  to  TOLIC" s  request. 

b.  Complaint  processors  are  assigned  their  caseloads  based  on  the  last  two  terminal  digits  in  the 
provider  number.  This  ensures  that  a  single  staff  member  handles  all  the  complaints 
generated  by  a  specific  provider.  Staff  members  become  familiar  with  the  providers  within 
their  designated  areas  of  assignment  and  are  therefore  better  able  to  identify  unusual  billing 
patterns. 

c.  Auditors  utilize  STARS  to  expand  the  scope  of  their  investigation  beyond  the  suspect 
provider  to  the  identification  of  new/additional  providers  that  ma>  be  using  the  same  billing 
pattern.  Common  techniques  to  accomplish  this  include: 

•  Running  a  summary  analysis  w  hich  ranks  all  providers  for  the  CPT  code(s)  which  are  the 
subject  of  the  current  investigation.  The  top  billers  are  identified  as  future  subjects  for 
additional  research  and  investigation. 

•  "Bene-Surtlng"".  This  term  relates  to  an  analysis  of  the  patient  universe  for  the  subject 
provider.  The  auditor  attempts  to  detennine  if  the  patients  have  common  factors  which 
mav  not  be  readily  obvious  (such  as  the  same  referring  physician).  If  a  high  incidence  is 
noted,  the  physician/codes/etc.  are  identified  as  additional  subjects  for  further 
investigation.  For  example,  should  an  auditor  identify  a  common  referring  physician,  the 


E.e..  as  suneeslcd  bv  Malcolm  K.  Sparrow  in  his  seminal  v.ork  on  healthcare  traud  and  abuse  entitled.  "License  to 
Steal;  Whv  Fraud  Plagues  America  s  Health  Care  System."  Westvievs  Press,  Boulder.  CO.  1996. 
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auditor  will  expand  the  unestigation  to  include  an  allegation  of  a  possible  kickback 
arrangement. 

Although  neither  TOLIC  nor,  we  suspect,  most  other  Medicare  contractors  employ  undercover 
investigative  activities  to  gather  intelligence  at  the  street  level  on  developing  abuses  and  scams,  it  is 
engaged  in  more  frequent  meetings  and  teleconferences  with  law  enforcement  officials  to  discuss  the  latest 
schemes  in  its  area.  TOLIC" s  .\1FIS  shares  information  learned  dunng  monthly  teleconferences  with  other 
MFIS"  around  the  country  as  well  as  with  TOLIC s  management  team.  This  infonnation  is  scheme-  and 
provider-specific.  TOLIC  has  regularly  scheduled  meetings  with  the  OIG  and  the  FBI  to  review  its  cases 
and  discuss  projected  problem  areas  requiring  attention.  TOLIC  also  meets  bi-monthl>  with  MediCal 
representatives  to  discuss  cases  of  mutual  interest.  Finally,  it  has  increased  its  dialogue  with  the  other 
carriers  to  gain  early  notice  of  schemes  they  have  discovered. 

This  year,  TOLIC  will  be  coordinating  the  second  annual  All  Contractor  Fraud  Control  Conference.  This 
conference  bnngs  together  fraud  unit  personnel  from  HCF.A  and  contractors  from  all  parts  of  the  Medicare 
program  from  throughout  Region  IX.  This  year,  invitees  to  the  conference  will  include  the  Assistant  US 
Attorneys.  OIG.  FBI  and  Postal  Inspectors  working  within  Region  IX.  The  objectives  for  this  conference 
include  sharing  information  regarding  current  fraud  schemes,  sharing  investigative  protocols,  discussing 
creative  techniques  for  the  early  detection  of  suspected  fraud,  and  proactive  administrative  action  to 
safeguard  the  trust  fund  from  overpayments. 

Finally,  TOLIC  officials  emphasized  that  one  of  the  most  effective  of  its  efforts  to  combat  fraud  and  abuse 
could  be  found  in  its  much-improved  provider  enrollment  process.  TOLIC.  as  well  as  other  contractors, 
now  perform  much  more  rigorous  checks  on  providers  applying  for  approval  and  identification  numbers 
to  bill  Medicare  than  were  performed  just  a  few  years  ago.  These  checks  include  careful  review  and 
followup  on  all  parts  of  what  is  now  a  15-page  application  form  and  access  to  on-line  databases  with 
information  on  applicants"  ownership  history,  business  and  other  address,  financial  viability,  and  past 
Medicare/Medicaid  sanction  history.  TOLIC  feels  this  beefed-up  provider  enrollment  process  is  one  of 
its  most  effective  program  safeguard  tools  because  it  can  prevent  fraudulent  providers  from  getting  into 
the  Medicare  program  in  the  first  place. 

C.       General  Questions  on  Workload  Management 

TOLIC.  like  most  other  contractors,  has  a  management  infonnation  system  (MIS)  for  tracking  fraud  and 
abuse  complaints/cases  from  receipt  through  in-house  development/investigation  to  either  internal  closure 
or  referral  to  the  OIG  or  other  law  enforcement  agencies.  Although  it  does  not  identify,  per  se.  ORT 
complaints/cases  in  its  system.  ORT  cases  could  be  inferred  through  analysis  of  selected  data  fields  such 
as  provider  type  and  address,  and  the  date  when  the  complaintycase  was  initiated. 

3.3.2     Dallas  Region  —  Blue  Cross  and  Blue  Shield  of  Texas  (BCBSTX) 

Overview 

Blue  Cross  and  Blue  Shield  of  Texas  is  the  Part  A  intermediary  and  Part  B  carrier  for  its  home  stale  and 
has  served  in  this  capacity  since  Medicare  began  in  1966.  In  addition,  it  also  has  contacts  with  other 
Medicare  contractors  to  process  Part  A  claims  for  all  of  Colorado  and  New  Mexico  and  Part  B  claim  for 
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most  of  Maryland.  Soon,  it  will  begin  processing  Part  B  claims  tor  the  Washington.  DC.  metropolitan' 
area.  In  late  Ma>         we  visited  its  headquarterN  in  RlLhard^on.  Texas,  and  met  uith  the  supervisor  and 
three  other  senior -^taff  of  the  contractor's  Benefit^  Integrity  L  nit. 

Following  the  site  visit  we  also  talked  by  telephone  to  two  other  people  with  program  safeguard-related 
responsibilities:  the  Medicare  Fraud  Information  Specialist  (MFIS);  and  the  Beneficiary  Communications 
Coordinator.  These  three  areas  (BeneHls  hitegnty.  .MFIS.  and  Beneficiary  Communications),  along  with 
a  newly  developed  Data  .Analysis  Team,  form  the  core  of  the  program  integrity/safeguard  program  at  the 
contractor. 


Like  most  contractors.  BCBSTX  has  structured  its  Medicare  operations  along  conventional  functional  lines 
with  major  areas  for  claims  processing;  communications  (wntten.  telephone  and  walk-in  inquiries  from 
beneficiaries):  provider/professional  relations  (including  provider  enrollment  and  education); 
utilization/medical  review  (both  prospective  and  retrospective);  appeals;  provider  audit;  sv stems;  and 
smaller  areas  for  such  functions  as  claims  receipts  and  other  logistical  and  support  services  and  program 
compliance. 

The  Fraud  Unit  of  BCBSTX.  officially  known  as  the  Benefits  Integnty  Unit,  is  the  central  locus  of  the 
contractor's  fraud  and  abuse  activities  for  Medicare.  Including  the  supervisor,  the  unit  has  18  people. 
These  include: 


.Number  Title 


Registered  Nurses 
On-Site  Specialists 


Fraud  Specialists 


Senior  Fraud  Specialist 
Administrative  Clerks 


Major  Duties 

perfonn  on-site  audits  of  medical  records  at  provider  locations 
handle  all  referrals  to  OIG;  provide  trial  testimony  when 
necessary;  perform  non-medical-related  on-site  provider  visits 
and  audits 

handle  complaint  and  case  investigations,  including  researching 
claims  history  and  contacting  providers  and  patients  if 
appropriate 

sets  up  work,  acts  as  a  clearinghouse  for  8  Fraud  Specialists, 
performs  general  support  functions  for  unit  staff 


Most  of  the  mid-  and  senior-level  staff  in  the  Unit  are  transfers  from  other  Medicare  operational  areas  such 
as  claims,  medical  review,  and  communications,  and  have  years  of  experience  and  detailed  knowledge  of 
the  .Medicare  program.  Until  very  recently,  a  position  in  the  Fraud  Unit  was  a  desirable  career  objective. 
However,  uncertainty  surrounding  the  long-term  viability  of  this  function  at  the  contractor  in  light  of 
HCFA's  recent  .Medicare  Integrity  Program  (MIP)  initiative"  has  somewhat  dampened  the  desirability  of 
such  positions. 

Outside  the  Fraud  Unit,  a  few  other  areas  also  pertorm  program  safeguard-related  activities.  These  include 
the  alreadv  noted  MFIS.  who  is  responsible  for  shanng  information  with  HCF.-VOIG  and  other  contractors 


4      L  ndcr  ihc  .\1IP  iniuauvc.  HCFA  proposes,  among  oilier  tilings,  lo  carve  out  program  intcgruv/saleguard  lumnions  from 
some  or  all  Medicare  contractors  and  award  ihese  acmuies  lo  con\eniional  coniraciors  or  new  upes  of  contractors 
(I.e..  hon-insurance  companiesi  with  proven  capabilities  in  this  function. 
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on  current  pattems/trends/abuseN  and  on  specific  providers  who  are  abusing  the  program.  The  MFIS  also 
gives  presentations  on  fraud  and  abuse  to  provider.  beneticiar\.  and  other  groups  ol'  senior  netvsork 
caregivers  and  providers  in  the  state.  The  Beneficiary  Communications  Coordinator  also  makes 
presentations  to  beneficiaries  on  fraud  and  abuse-related  matters,  in  addition  to  her  main  focus  uhich 
includes  Medicare's  ehgibihty.  coverage,  appeals  and  other  related  matters. 

While  the  Fraud  Unit  is  more  production-onented  in  managing  the  contractor's  complaint  and  case-related 
workload,  the  newly  established  Data  Analysis  Team  is  responsible  for  more  in-depth  analysis  of  claims 
history  to  identify  and  investigate  emerging  trends  in  program  abuse  in  Texas.  Although  it  uses  a  \anety 
of  means  to  perform  such  analyses,  one  of  the  most  useful  is  to  compare  Texas  cost  and  utilization 
measures  to  national  and  regional  benchmarks  to  target  fruitful  areas  for  more  thorough  research.  Data 
Analysis  staff  take  part  in  a  weekly  meeting  with  staff  from  the  Fraud  Unit  and  the  claims  areas  (for  Texas, 
as  well  as  the  contractor's  other  states)  to  discuss  specific  scams,  abuses,  and  trends  and  decide  on 
appropriate  avenues  for  further  analysis.  HCFA  and  the  MFIS  also  participate  in  these  meetings.  Current 
staffing  of  the  Data  Analysis  Team  consists  of:  2  analysts,  one  of  whom  is  a  statistician:  2  registered 
nurses:  plus  a  full-time  physician.  The  contractor  has  plans  to  expand  the  team  by  additional  staff  in  the 
near  future.  BCBSTX  recently  purchased  the  ST.ARS  system  from  VIPS  and  now  has  the  capabilit>  of 
obtaining  from  one  source  combined  Parts  A  and  B  histones  on  providers  and  beneficianes. 

This  concludes  our  overview  of  the  organization  structure  and  key  components  of  the  contractor's  program 
safeguard  functions.  The  discussion  below  will  follow  the  sequence  of  questions  on  the  Contractor 
Interview  Protocol  in  Attachment  2.  Most  of  the  information  below  was  obtained  from  BCBSTX 's 
program  safeguards  staff  in  response  to  these  questions.  Where  appropriate,  other  infonnation  was 
supplied  by  either  HCFA  or  OIG  staff  at  the  RO  with  knowledge  of  the  contractor's  activities. 

A.        Specific  Questions  About  Operation  Restore  Trust  (ORT) 

The  only  specific  ORT  project  or  study  that  the  Fraud  Unit  could  recall  assisting  in  was  a  project  being 
conducted  by  the  OIG  Office  of  Audit  Services  (OAS)  examining  DME  supplier/ordering  physician 
relationships.  Beginning  in  late  summer  1995  and  continuing  into  1996.  OAS  asked  BCBSTX  to  provide 
complete  Part  A  and  Part  B  claims  histories  for  about  700  beneficiaries  whose  claims  were  involved  in 
these  relationships.  The  services  in  question  covered  the  1992-1994  penod  prior  to  when  DME  claims 
processing  was  transitioned  to  the  regional  carriers,  so  in  most  cases  BCBSTX  had  DME  as  well  as  other 
Medicare  claims  history  for  most  of  these  patients.  Aside  from  assisting  OAS  staff  in  determining 
precisely  who  were  the  referring  physicians  —  and  of  course,  providing  the  histories  —  the  contractor's 
staff  provided  no  other  analyses  or  support  to  the  project.  For  that  matter,  it  also  did  not  know  the  final 
outcomes  of  the  project. 

Although  the  above  may  actually  be  the  only  ORT  project  or  study  that  involved  the  direct  support  or 
participation  of  the  contractor's  Fraud  Unit  staff,  past  and  more  recent  interviews  with  HCFA  and  OIG 
officials  at  the  RO  indicate  that  other  staff  from  BCBSTX  have  or  are  providing  assistance  on  the 
following  projects: 

•  Enteral  Nutrients  in  Nursing  Homes.  The  objective  of  this  OEI  study  was  to  examine  the 
range  of  services  and  payment  mechanisms  for  enteral  nutntion  services  to  Medicare  nursing 
home  patients,  apart  from  the  per  diem  payments  made  to  the  facility.  OEI  reported  that  it 
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collaborated  with  the  Pan  B  carrier  (BCBSTXi  as  well  the  DMERC  and  HCFA  in  the 
course  ot"  this  stud\ . 

•  Review  of  Ancillary  Drugs  in  S\Fs.  In  this  studs  OAS  is  working  with  its  counterparts  in 
Region  FV  to  investigate  whether  SNFs  are  charging  for  drugs  and  suppHes  that  should  have 
been  covered  by  the  inclusive  daily  rate.  OAS  reports  that  it  has  used  BCBSTX"s  Part  A  staff 
as  well  as  staff  from  HCFA  m  a  technical  assistance  role  on  these  audits. 

Review  of  Part  B  Payments  for  DME  to  Siirsing  Home  Patients  and  the  Skilled  Sursing 
Facility  Projects.  HCFA  RO  reports  that  the  objecti\es  and  issues  of  both  these  projects 
overlap  and  that  due  to  resource  constraints,  neither  project  has  been  completed.  In  both 
projects,  it  has  turned  over  its  preliminary  findings  that  are  relevant  to  the  contractor  for 
review  and  proposed  follow  -up.  HCFA  has  yet  to  hear  back  from  BCBSTX  on  how  it  plans 
to  respond  to  these  findings. 

In  these  instances,  the  federal  agencies  used  contractor  staff  in  the  claims  and  medical  review  areas  for 
such  assistance.  This  explains  why  the  conractor's  Fraud  Unit  was  not  auare  of  this  involvement. 

In  terms  of  its  other  contributions  to  the  overall  ORT  effort,  the  Fraud  Unit  cited  several  major 
investigations  involving  ORT-related  provider  types  that  were  initiated  internally  and  eventually  turned 
over  to  the  OIG  or  FBI.  Summaries  of  a  few  of  these  cases,  all  involving  services  in  nursing  homes, 
appear  below. 

•  Independent  Physiological  Laboratory  (IPL)  Case.  In  1995.  BCBSTX  opened  a  major 
investigation  of  an  IPL  that  began  billing  for  a  fairly  uncommon  but  expensive  (51,200  to 
SI  .500)  diagnostic  test  for  nursing  home  patients.  The  IPL  attracted  the  contractor's  attention 
when  its  claims  for  the  test  began  failing  a  pre-payment  screen  in  claims  processing.  One  of 
the  first  things  the  contractor  did  was  make  a  site  visit  to  the  lab"s  address,  which  turned  out 
to  be  a  mail  drop.  A  check  of  the  pending  file  showed  the  lab  had  about  S6M  in  claims  in 
various  stages  of  the  processing  system.  It  immediately  suspended  all  further  processing  (and 
payment)  on  these  current  claims.  It  also  stopped  payment  on  all  outstanding  checks  to  the 
provider.  A  review  of  the  history  file  indicated  that  all  or  most  of  the  provider's  beneficiaries 
lived  in  Florida.  A  check  of  national  claims  history  via  HCFA's  HIMER  file  indicated  the 
provider  was  also  billing  under  the  same  name  but  different  provider  numbers  to  carriers  in 
Michigan  and  Pennsylvania;  the  contractor's  MFIS  notified  these  carriers  of  this  suspect 
supplier.  .Additional  research  indicated  the  provider  was  also  in  the  DME  and  home  health 
business.  The  contractor  estimates  it  saved  the  program  about  $4.6M  through  its  combined 
payment  suspension/stop  payment  action  on  the  provider.  The  case  was  referred  to  the  OIG 
which  brought  in  the  FBI.  The  owner  is  currently  under  indictment. 

•  Routine  Foot  Care  to  \'ursing  Home  Patients  Case.  In  this  case,  a  podiatrist  was  billing 
Medicare  for  surgical  services  for  about  60  to  80  Medicare  nursing  home  patients  a  day.  In 
response  to  a  beneficiary  complaint,  the  contractor  investigated  and  found  that  the  podiatrist 
u  as  really  providing  routine  foot  care  instead  of  surgery  to  these  patients.  Medicare  does  not 
cover  routine  foot  care.  In  response,  the  contractor  has  flagged  all  the  provider's  claims  and 
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requires  ihe  pro\  ider  to  submit  detailed  docuiiientation  with  all  its  claims.  This  case  is  aUo 
under  re\icu  b\  the  UIG. 

•  Body  Jackets  Investigation.  This  investigation  in\  olved  multiple  proMders  uho  were  billing 
Medicare  for  w  hat  they  claimed  were  body  jackets  but  in  reality  w  ere  restraints  tor  w  heelchair 
patients.  This  was  a  case  where  the  prov  iders  were  responding  to  a  recentK  passed  Texas  law 
which  prohibited  the  use  of  certain  kinds  of  restraints,  including  w  heelchair  safety  belts,  for 
patients  in  nursing  homes.  The  contractor  notified  these  providers  that  restraints  were  not 
covered  by  Medicare  and  that  they  should  cease  billing  for  such  devices  as  bod\  jackets.  .All 
providers  who  ignored  the.  contractor's  admonitions  and  continued  billing  for  body  jackets 
were  referred  to  the  OIG. 

Outreach/Education  Activities 

Depending  upon  the  audience  and  availability,  these  activities  could  be  pert'ormed  by  either  the  MFIS  who 
would  usually  handle  provider  or  caregiver  groups;  the  Beneficiary  Communications  Coordinator,  who 
would  usually  handle  beneficiary/senior  groups;  or  the  supervisor  or  some  of  her  senior  staff  in  the  Fraud 
L'nit.  All  three  of  these  staff  are  cross-trained  and  have  and  will  make  presentations  on  Medicare  fraud 
and  abuse  issues  to  all  types  of  audiences.  Although  these  contractor  stat'f  could  not  recall  being  asked 
by  HCFA.  the  OIG.  or  the  AoA  to  participate  in  any  obvious  ORT  education/outreach  sessions,  the 
contractor  is  e.\tremel\  active  in  these  kinds  of  activities.  Last  summer  it  completed  production  of  a  video 
presentation  to  beneficiaries  covering  major  Medicare  topics.  It  includes  two  segments  on  fraud  and 
abuse.  The  contractor  provides  the  videotape  free  of  charge  to  all  who  request  a  cop\ .  including  individual 
beneficiaries  as  well  as  senior  groups.  It  has  also  provided  tapes  to  local  chapters  of  the  Area  .Agencv  on 
Aging  (A.AA).  libraries,  senior  network  care  providers,  and  senior  residential  and  daycare  centers.  The 
contractor  consulted  with  HCFA.  the  OIG.  DoJ.  and  other  federal  and  state  agencies  in  designing  the 
content  of  the  video  presentation.  Abt  Associates  has  received  the  video  and  can  testify  to  its  relevant 
content  and  production  quality.  In  addition,  the  contractor  has  made  numerous  presentations  on  fraud  and 
abuse  to  providers,  beneficiaries,  local  AAAs.  and  other  audiences  over  the  last  two  years. 

OIG  Hotline  Referrals 

On  average,  the  contractor  currently  receives  about  10  referrals  a  month  from  the  OIG  Hotline.  The 
contractor  cautions  that  the  flow  of  referrals  from  this  source  is  very  erratic  —  one  month  they  will  not 
receive  any  and  the  next  month  they'll  receive  20  or  30.  When  ORT  began  in  199.*;.  their  Hotline  referrals 
were  higher  but  then  the  volume  began  to  taper  off.  Although  most  of  these  referrals  do  not  duplicate 
those  thev  receive  from  their  own  toll-free  number  or  from  other  m-house  resources.  man\  involve 
problems  or  providers  who  were  alreadv  being  investigated. 

Interactions  with  HCFA  and  OIG 

From  the  point  of  \  iew  of  the  Fraud  Unit,  the  major  changes  BCBSTX  has  witnessed  over  the  last  two 
years  either  in  its  own  relationships  with  these  agencies  or  in  relationships  between/among  those  agencies 
are; 
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•  it  has  seen  a  large  increase  in  requests  for  data  (primarily  claims  history  data)  particularly  by 
the  FBI  and  the  DoJ. 

•  it  has  observed  that  the  OIG  and  the  FBI  are  now  working  on  more  joint  case  investigations 
than  in  the  past. 

However,  the  contractor  has  seen  no  major  changes  in  its  own  relationship  with  either  HCFA  or  the  OIG. 
The  contractor  claims  it  has  always  worked  closely  with  both  agencies  and  continues  to  do  so. 

Summaries  of  ORT-Related  Activities 

No  ORT-specific  reports  have  been  prepared  by  the  contractor.  However,  the  contractor  does  prepare  an 
annual  summary  of  fraud  and  abuse  accomplishments,  and  recently  prepared  a  semi-annual  summary  for 
HCFA.  ORT  activities  are  neither  highlighted  nor  specifically  discussed  in  these  reports.  From  the 
contractor's  point  of  view,  it  appears  that  ORT  did  not  represent  such  a  big  change  (or  such  a  large  added 
workload)  as  to  warrant  conspicuous  mention  in  reports  that  generally  are  at  pains  to  highlight  special 
efforts. 

B.        Administrative/Policy  Questions 

The  questions  in  Section  B  of  the  Protocol  were  designed  to  investigate  whether  or  not  Medicare 
contractors  had  adopted  certain  "best  practices"  of  an  effective  healthcare  fraud  control  program.'  Since, 
in  most  cases,  HCFA  neither  mandates  nor  funds  its  contractors  to  perform  such  best  practices,  we  were 
not  surprised  that  contractors'  in  general  did  not  understand  the  thrust  of  many  of  these  questions.  Nor 
did  these  questions  elicit  many  unexpected  or  interesting  responses  meriting  discussion  in  this  report. 

Nevertheless,  in  the  course  of  posing  these  questions,  some  interesting  insights  into  the  contractor's  current 
fraud  and  abuse  processes  were  obtained.  Among  the  more  interesting  were: 

•  Stringent  Controls  on  IPL  Enrollments.  In  response  to  past  abuses  in  Texas,  Florida,  and 
elsewhere,  the  contractor  has  imposed  a  number  of  new  requirements  on  new  independent 
physiological  laboratories  that  apply  for  a  provider  number  to  begin  to  bill  Medicare.  First, 
owners/directors  of  new  labs  must  make  an  appointment  to  be  personally  interviewed  by  the 
contractor's  medical  director.  Second,  the  contractor's  provider  relations  staff  arrange  an  on- 
site  visit  to  the  lab's  offices  to  train  its  management  and  billing  staff  on  Medicare's  coverage 
and  billing  rules,  as  well  as  those  applying  to  program  fraud  and  abuse.  Labs  which  make  it 
through  the  medical  director  interview  and  site  visit  are  then  given  a  provider  identification 
number  and  may  begin  billing  Medicare.  Before  billing  starts,  however,  a  copy  of  the  lab's 
application  is  sent  to  the  Fraud  Unit  (this  applies  to  all  new  IPLs)  which  schedules  a  process 
of  detailed  review  of  the  lab's  initial  claims  for  any  signs  of  abuse.  If  questionable  behavior 
is  observed  on  initial  claims,  the  contractor  will  then  subject  the  provider  to  more  stringent 
pre-pay  review  or  other  actions  appropriate  to  the  seriousness  of  the  provider's  infractions. 


5     E.g..  as  suggested  by  Malcolm  K.  Sparrow  in  his  seminal  work  on  healthcare  fraud  and  abuse  entitled.  "  License  to 
Steal:  Why  Fraud  Plagues  America's  Health  Care  System, "  Wcstview  Press.  Boulder.  CO.  1996. 
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•  Revised  Medical  Policy  for  Physical  Therapy  (PT).  In  response  to  abuses  observed  in 
billings  for  PT  services,  the  contractor's  medical  director  recently  developed  a  new  and  more 
rigorous  local  medical  policy  for  PT  services.  BCBSTX  notified  Texas  providers  of  its  nev^- 
policy  through  the  regular  provider  newsletter  and  also  sent  the  policy  to  HCFA  suggesting 
that  it  be  adopted  at  a  national  or  regional  level.  BCBSTX  also  suggested  the  abuses  it  found 
were  so  egregious  that  HCFA  might  want  to  issue  a  national  fraud  alert  on  these  PT  services. 
While  none  of  the  suggestions  to  HCFA  were  successful,  the  revised  policy,  combined  with 
the  imposition  of  pre-  and  post-payment  medical  review  on  large  volume  biiiers.  has  lowered 
the  level  of  PT  abuse  in  Texas,  in  the  opinion  of  the  contractor. 

Although  BCBSTX  does  not  use  undercover  techniques  to  gather  evidence  or  intelligence  in  the  field  on 
abuses  or  scams,  its  Fraud  Unit  staff  occasionally  have  visited  senior  meetings,  health  fairs,  and  other 
events  directed  at  older  Americans,  where  so-called  "free  services"  (usually  blood  pressure  or  cholesterol 
screening  tests)  were  advertised  in  the  media.  Following  the  visit,  they  will  look  at  billing  trends  for  such 
tests  in  local  claims  histories  to  see  if,  in  fact,  such  free  tests  were  eventually  billed  to  Medicare. 

In  addition  to  its  weekly  internal  fraud  and  abuse  meeting  noted  in  Section  A  above,  the  contractor  also 
participates  in  a  quarterly  conference  call  with  all  other  Region  VI  contractors,  including  the  DMERC.  to 
discuss  aberrant  providers  and  emerging  trends  and  scams,  and  to  exchange  other  forms  of  intelligence. 
The  contractor  has  also  increased  its  interactions  with  the  state  Medicaid  people,  but  these  contacts  are  on 
an  as-needed  instead  of  regular  basis. 

C.        General  Questions  on  Workload  Management 

BCBSTX,  like  most  other  contractors,  has  a  management  information  system  (MIS)  for  tracking  fraud  and 
abuse  complaints/cases  from  receipt  through  in-house  development/investigation  to  either  internal  closure 
or  referral  to  the  OIG  or  other  law  enforcement  agencies.  All  cases  initiated  from  1 990  to  the  present  are 
resident  in  the  system.  Unlike  most  other  contractor  systems,  its  MIS  does  identify  ORT  cases  in  the 
record  fields. 

3.3.3  Conclusion 

The  case  studies  of  the  two  Medicare  contractors  for  the  second  wave  were  certainly  effective  in  providing 
sufficient  information  to  discriminate  between  these  two  organizations.  The  contrasts  between  the  two 
contractors  was  most  notable  in  two  important  dimensions;  I )  their  organizational  structure  and  personnel 
skills  for  the  program  integrity  function,  and  2)  the  number,  type,  and  intensity  of  their  ORT-related 
activites.  We  discuss  important  differences  between  the  contractors  on  each  of  these  dimensions  below. 

Organizational  and  Personnel  Differences 

The  contrasts  between  the  two  contractors  at  the  organization  level,  and  particularly  in  the  Fraud  and 
Abuse  area,  are  quite  striking.  As  noted  above,  TOLIC,  as  part  of  a  general  overhaul  of  its  Medicare 
organization,  centralized  most  (if  not  all)  of  its  fraud  and  abuse  functions  within  one  operational  division 
(or  umbrella)  in  early  1994.  TOLIC  officials  told  us  this  overhaul  was  prompted  as  much  by  HCFA 
demands  —  for  improved  and  more  efficient  customer  services  and  program  integrity  operations,  for 
example  —  as  by  corporate  management  priorities.  Thus,  TOLIC  has  placed  virtually  all  major  program 
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integrity  functions  that  can  be  centralized  (that  is,  that  are  not  an  integral  and  necessary  part  of  a  larger 
operation,  such  as  beneficiary  communications)  within  its  Medicare  Audit  umbrella.  Major  sub-functions 
located  in  this  division  include  statistical  support,  provider  certification,  and  internal  and  external 
compliance,  as  well  as  the  Fraud  Unit  itself  and  the  Medicare  Fraud  Information  Specialists  (MFIS).  In 
a  sharp  departure  from  the  usual  carrier  administrative  structure,  TOLIC  has  also  broken  off 
comprehensive  medical  review  (CMR).  a  sub-function  of  a  much  larger  pre-  and  post-payment  medical 
review  operation,  and  placed  it  in  the  Audit  Umbrella. 

In  addition  to  these  structural  changes,  TOLIC  also  made  important  changes  in  both  the  types  and  numbers 
of  staff  in  its  program  integnty  area.  Most  of  these  staff  changes  involved  hiring  people  from  outside  the 
company  with  specific  expertise  and  experience  (and  often  CFE  credentials)  in  the  healthcare  and 
insurance  fraud  field.  These  new  hires  include: 

a  new  fraud  unit  manager  with  a  law  degree  who  formerly  worked  for  the  DoD's  OIG; 

•  two  new  team  leaders,  one  of  whom  is  a  CPA  and  another  of  whom  was  an  executive  with 
a  workers  compensation  insurance  company  (note,  the  latter  is  another  area  of  the  insurance 
industry  with  a  high  amount  of  healthcare  fraud); 

•  a  new  MFIS  who  was  also  an  executive  with  a  workers  compensation  company;  and 

•  four  new  fraud  analysts,  three  of  whom  have  law  degrees  and  two  of  whom  were  investigators 
for  state  or  federal  agencies. 

The  degree  of  professionalism  exhibited  by  the  recent  additions  to  TOLIC  s  program  integrity  staff  is,  in 
our  opinion,  unprecedented  in  our  twenty-seven  years'  working  with  the  Medicare  contractor  community. 
There  is  no  doubt  that  when  it  comes  to  program  integrity.  TOLIC's  administrative  and  personnel  structure 
truly  represents  the  new  vision  towards  which  HCFA  has  been  pushing  its  contractors  (sometimes  with 
considerable  resistance)  since  the  eariy  1990s.  And  no  doubt,  these  organizational  and  staffing 
characteristics  played  an  important  role  in  HCFA's  recent  decision  to  select  TOLIC  to  be  the  Medicare 
Integrity  Program  (MIP)  contractor  for  the  six  western  states  formeriy  served  by  Aetna. 

BCBSTX,  in  contrast  to  TOLIC,  and  with  one  important  exception  discussed  below,  appears  to  mirtor  the 
old  contractor  regime  in  program  integrity,  both  in  terms  of  organization  and  personnel.  Organizationally, 
it  exhibits  all  the  signs  of  the  more  fragmented,  decentralized  approach  to  program  integrity  that  existed 
over  the  first  twenty  five  years  of  Medicare,  and  that  persists  to  the  present  day  among  many  contractors. 
Here  we  find  a  stand-alone  fraud  unit  with  no  apparent  direct  management  connections  to  other  important 
program  integrity-related  functions.  Thus,  for  example,  key  program  safeguard  functions,  such  as 
comprehensive  medical  review,  the  MFIS,  and  even  the  statistical  analysis  area  (as  embodied  in  the  Data 
Analysis  Team)  are  located  in  other  operational  areas  of  the  corporation's  Medicare  organization. 

In  terms  of  personnel,  while  all  the  fraud  unit  staff  we  talked  to  in  our  site  visit  appeared  experienced  and 
knowledgeable,  none  exhibit  the  types  of  professional  credentials  (e.g..  law  and  accounting  degrees,  CFE 
accreditation,  prior  investigatorial  experience,  etc.)  we  saw  at  TOLIC.  As  noted  in  the  case  study  report, 
to  staff  the  fraud  unit,  the  contractor  appears  to  have  relied  on  the  traditional  "promote  from  within"  route 
to  retain  and  advance  experienced  Medicare  staff.  Of  course,  in  normal  times  and  most  circumstances. 
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this  is  a  practice  that  most  progressive  organizations  would  follow  to  foster  good  perfonnance  and  future 
growth.  One  could  legitimately  question  whether  this  practice  can  be  followed  in  today's  real  world  of 
Medicare  fraud  and  abuse,  where  the  message  we  and  others  think  HCFA  has  been  sending  calls  for 
employing  new  types  of  people,  many  with  skills  different  from  those  of  their  predecessors,  to  more 
aggressively  combat  the  problem. 

The  one  exception  to  this  traditional  staffing  pattern  is  the  Data  Analysis  Team  recently  established  by  the 
contractor.  The  composition  of  this  team,  especially  the  statistician/analyst  position,  is  evidence  the 
contractor  is  responding  to  a  key  part  of  HCFA's  message  —  i.e..  to  use  smarter  and  more  sophisticated 
methods  to  identify  abuse  and  target  areas  for  more  prudent  use  of  scarce  program  integrity  resources. 

ORT-Related  Differences 

While  we  were  not  that  surprised  to  find  the  structural  differences  between  the  contractors  discussed 
above,  we  were  quite  surprised  that  the  contractors  were  so  different  in  their  degrees  of  involvement  in 
the  ORT  demonstration.  Here  again,  the  contrasts  between  the  contractors  were  striking. 

In  terms  of  specific  ORT  projects,  TOLIC  was  much  more  involved  than  BCBSTX  in  its  region's  ORT 
projects,  even  to  the  point  of  being  a  quasi-participant.  In  temis  of  investigations,  TOLIC's  program 
integrity  staff  worked  hand  in  hand  with  the  HCFA  RO's  analysts  in  the  investigation  of  psychotherapy 
services  in  nursing  facilities  project,  and  in  a  host  of  other  cases  for  both  HCFA  and  the  OIG  (see  our 
discussion  of  California  ORT  projects  in  Appendix  1 ).  BCBSTX,  by  contrast,  could  remember  only  one 
specific  investigation  in  which  the  fraud  unit  worked  directly  and  actively  on  an  ORT  project,  that 
involving  the  OAS  DME  supplier/ordering  physician  relationship  study.  Moreover,  the  extent  of  the  unit's 
involvement  appears  to  have  been  limited  to  providing  claims  histories  to  the  OAS  on  request  and  assisting 
it  in  precisely  identifying  the  referring  physicians.  Thus,  on  its  face,  the  unit's  participation  in  this  project 
appears  to  have  been  quite  limited  and  certainly  not  in  the  nature  of  the  active  involvement  exhibited  by 
TOLIC.  In  fairness  to  BCBSTX.  we  should  note  that  other  areas  of  its  Medicare  operation  provided 
assistance  to  HCFA  and  the  OIG  in  at  least  three  other  ORT  projects,  and  the  fraud  unit  itself  opened  a 
number  of  investigations  of  ORT-related  providers,  the  IPL  and  body  jacket  cases  being  the  most  notable. 

Both  contractors  are  very  active  in  the  area  of  education  and  outreach  to  both  providers  and  beneficiaries. 
The  lists  of  meetings/presentations  we  reviewed  of  both  contractors  were  quite  long.  Nevertheless,  in 
terms  of  education  and  outreach  activities  related  to  the  ORT  demonstration,  the  two  contractors  differed 
markedly.  TOLIC  was  an  active  participant  with  all  the  major  ORT  partner  agencies  in  both  the  Los 
Angeles  Community  Outreach  Project  (LACOP)  and  in  developing  the  New  Medicare  Fraud  Slide 
Presentation  for  ORT.  When  questioned  either  in  person  or  by  phone,  no  staff  at  BCBSTX  who  perform 
such  functions  could  remember  taking  part  in  any  ORT-related  meetings. 

The  contrasts  surprised  us  because  both  Regional  Offices  were  so  active  m  these  areas  of  ORT.  We 
expected  to  find  parity  among  the  two  contractors,  more  or  less,  when  it  came  to  the  degree  and  intensity 
of  their  ORT-related  interactions  with  the  ROs.  Of  course,  there  are  several  plausible  and  quite  reasonable 
explanations  for  some  or  all  of  these  differences.  The  first  that  comes  to  mind  is  these  differences  in 
involvement  may  refiect  differences  between  the  two  regions'  approaches  to  using  their  contractors  in 
ORT-specific  activities.  HCFA  in  Dallas  may  have  decided  to  tone  down  contractor  involvement  in  ORT 
to  those  situations  where  it  was  absolutely  required  since  it  had  no  funds  to  reimburse  them  for  these 
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additional  duties.  HCFA  San  Francisco  may  have  adopted  a  more  aggressive  approach  both  to  contractor 
involvement  and  to  the  funding  issue.  Also,  in  terms  of  education  and  outreach  activities,  simple 
geography  may  explain  a  good  portion  of  the  differences  discussed  above.  TOLIC  is  located  in  and  has 
Part  B  jurisdiction  for  the  Los  Angeles  metropolitan  area,  a  very  abuse-prone  area  according  to  HCFA  and 
OIG  officials.  BCBSTX,  by  contrast,  is  located  in  Dallas,  has  jurisdiction  (at  least  under  its  prime  contract) 
for  the  entire  state  of  Texas.  This  more  diffuse  responsibility  may  in  fact  make  education  and  outreach 
activities  less  effective. 

Whatever  the  explanation,- the  differences  discussed  above  highlight  an  important  characteristic  of  ORT 
—  the  diversity  in  the  way  it  was  applied  across  the  five  regions,  a  diversity  clearly  exhibited  in  the 
findings  of  the  second  wave  of  contractor  case  studies. 

Finally,  we  should  note  that  we  are  in  no  position  to  make  a  judgment  on  the  overall  effectiveness  of  the 
program  integrity  activities  of  the  two  contractors  or,  for  that  matter,  the  different  organizational  and 
personnel  structures  in  place  in  their  Medicare  operations.  That  assessment  must  be  made  by  HCFA  and 
others  with  responsibility  for  oversight  of  Medicare  contractor  activities. 

3.4    Analysis  of  Contractor  Case  Record  Data  from  HCFA's  Fraud 
Investigation  Database  (FID) 

3.4.1  Introduction 

The  FID  was  developed  and  implemented  by  HCFA  and  its  claims  processing  contractors  in  1 996.  It  is 
the  first  comprehensive  nationwide  database  devoted  exclusively  to  tracking  "substantiated"  cases  of  fraud 
and  abuse  documented  and  developed  by  Medicare  contractors'  fraud  unts.  It  provides  the  current  status 
of  all  these  contractor  initiated  cases,  a  chronology  of  events  (from  initial  allegation  through  to  its  final 
resolution/disposition),  and  documentation  of  those  cases  referred  to  the  OIG  and  other  law  enforcement 
agencies.  Once  the  FID  is  fully  implemented  and  deployed,  all  organizations  with  access  (DOJ,  FBI, 
AUSA,  OIG,  MFCU  AND  SURS)  to  the  database  will  be  able  to,  among  other  things,  monitor  volume, 
identify  trends,  and  track  case  development  across  the  country  through  simple  data  analysis. 

For  the  past  several  months,  HCFA  program  integrity  staff  have  been  occupied  with  cleaning,  editing,  and 
fine  tuning  this  newly  implemented  database.  Despite  this  activity.  HCFA  staff  were  able  to  provide  us 
with  a  summary-level  file  of  case  records  from  the  FID  in  early  July  1997.  The  FID  summary  file  received 
from  HCFA  contained  records  for  2,376  contractor  cases  generally  initiated  or  opened  by  the  contributors 
between  January  1993  and  June  1997."  Data  included  on  the  summary  file  provided  the  following 
information  about  each  case: 

Date  Initiated:  Date  when  the  case  was  opened  or  initiated  by  the  contractor. 

Subject  Type:  Identifies  specific  types  of  provider/practitioner  entities  (i.e.,  hospitals,  HHAs, 

SNFs,  physicians,  laboratories,  DME  suppliers,  etc.). 


6     There  were  actually  95  record.s  on  the  file  with  case  initiation  dates  earlier  than  1993. 
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Subject  Subtype:  Additional  generic  types  of  subject  identifications,  such  as  specialties  of 

physicians,  or  product  lines  (e.g..  oxygen)  of  DME  suppliers. 

State  (of  Subject):         State  where  subject  is  located. 

Actual  Medicare  Loss:  An  estimate  by  the  contractors  or  others  (e.g..  OIG,  FBI,  etc.)  of  the  amount  of 

Medicare  loss  resulting  from  the  fraud  or  abuse.  [Note:  this  field  is  dynamic  in 
that  it  becomes  the  actual  dollar  recovery  amount  when  the  case  reaches  final 
disposition.  In  the  near  future,  HCFA  plans  to  add  a  new  data  field,  called 
"potential  loss,"  to  the  FID  to  more  accurately  describe  these  amounts  in  the 
early  stages  of  case  development.] 

It  should  be  noted  that  the  FID  captures  much  more  detailed  data/information  on  each  case  than  provided 
in  the  summary  level  file  requested  for  our  analysis.  We  did  not  request  such  detailed  data  from  the  FID 
because  it  was  not  required  for  our  analysis. 

Before  beginning  our  analysis  of  the  FID,  it  is  important  to  discuss  what  types  of  cases  are  in  the  database 
and  to  describe  several  other  characteristics  of  the  database  that  are  relevant  to  our  analysis.  First,  HCFA 
instructed  contractors  to  input  only  what  were  called  "substantiated"  cases  to  the  FID.  HCFA  defined  such 
cases  in  the  following  example  in  its  instructions  to  contractors:^ 

"A  case  exists  after  the  fraud  unit  has  substantiated  the  allegation  that  one  or  more  false 
claims  have  been  submitted  (could  be  line  items  on  a  cost  report),  and  after  a  review  of 
additional  claims  submitted  by  the  provider,  the  fraud  unit  believes  there  is  the  potential 
for  fraud  warranting  a  referral  to  law  enforcement." 

HCFA's  use  of  the  terms  "false  claims"  and  "fraud  unit"  seems  to  indicate  that  the  FID  was  very  much 
intended  to  be  what  its  name  implies  —  a  database  of  potential  fraud  cases  whose  development  originated 
at  the  Medicare  contractor  level.  If  most  contractors  followed  these  instructions  closely,  a  large  portion 
of  their  total  fraud  and  abuse  workload  —  the  portion  dealing  with  abuse  —  will  not  be  reflected  in  the 
FID.  Many  abuse  cases  are  identified  through  statistical  analysis  and  medical  review  of  provider  claims 
and  some  of  these  cases  result  in  sizeable  monetary  recoupment  actions  by  the  contractors.  Thus,  the  FID 
is  an  incomplete  database  for  the  purpose  of  measuring  or  comparing  the  size  of  the  fraud  and  abuse 
workloads  of  contractors. 

Second,  it  is  not  clear  at  what  point  in  case  development  (or.  to  use  HCFA's  term,  the  "allegation 
substantiation  process"),  that  contractors  decide  to  enter  cases  to  the  FID.  HCFA  instructs  contractors  to 
enter  cases  as  soon  as  they  have  been  substantiated  but  we  have  no  idea  how  long  it  takes  most  contractors 
to  perform  such  corroboration.  Is  the  cycle  time  from  initial  allegation  or  complaint  to  substantiation  a 
matter  of  days.  week,  or  months?  We  suspect  the  answer  depends  on  the  overall  size  and  priorities  of 
contractors'  fraud  and  abuse  workloads  and  that,  across  most  contractors,  cycle  times  vary  considerably. 


7     .Memorandum  ot  June  1 1 .  1997.  from  HCFA's  Manager  of  Program  Integrity  to  the  Medicare  Fraud  and  Abuse 
Coordmators  m  all  Regions. 


Abt  Associates  Inc. 


Appendix  3:  Contractor  Case  Studies 


3-32 


While  perfomiing  preliminary  analysis  of  case  records  by  year  initiated,  we  noted  a  sharp  decline  in  the 
number  of  cases  initiated  in  1996  on  the  FID.  This  decline  was  quite  pronounced  in  contrast  to  the  steady 
increase  in  case  volumes  in  the  1993  to  1995  period.  When  we  questioned  HCFA  officials  about  this 
decline,  we  were  told  that  even  now,  seven  months  into  1997,  contractors  can  be  expected  to  enter  new 
cases  on  the  FID  that  had  an  initiation  date  in  1996.  In  fact,  cases  with  initiation  dates  earlier  than  1996 
could  still  be  added  to  the  FID.  The  implication  of  this  delayed  case  input  for  our  analysis  is  that  any  pre- 
/post-ORT  comparisons  of  data  on  the  FID  are  not  entirely  reliable,  especially  for  the  most  recent  years 
(1996  and  1997). 

A  third  and  final  characteristic  of  data  on  the  FID  is  that  it  is  quite  dynamic,  in  the  sense  that  some 
important  data  fields  such  as  actual  Medicare  loss,  subject  type,  and  subtypes  can  all  change  as  the  case 
progresses  through  the  law  enforcement  system.  For  example,  in  the  FID  file  we  received  on  July  1 .  1 997, 
the  field  with  the  monetary  loss  amounts  (labeled  "actual  Medicare  loss")  was  in  reality  an  estimated  loss 
entered  either  by  the  contractors  themselves  (either  on  initial  case  input  or  subsequent  updates)  or  by  the 
OIG.  FBI,  or  other  law  enforcement  agencies  engaged  in  active  investigation  of  the  case.  From  the 
summary-level  data  we  requested,  we  cannot  tell  whether  the  amounts  represent  initial  loss  estimates  by 
the  contractors  or  if  the  amounts  have  increased  or  decreased  over  time  as  case  investigation  moves 
forward.  The  same  pattern  could  apply  to  the  subject  type  and  subtype  fields  which  might  also  change 
with  further  case  investigation  by  the  contractors  or  law  enforcement  agencies. 

The  implication  of  the  dynamic  aspect  of  the  FID  is  that  care  should  be  exercised  in  analyzing  monetary 
loss  amounts  on  the  database  since  they  are  subject  to  change  as  investigation  progresses.  This  may  be 
especially  true  for  the  more  recent  ( 1 99.'^- 1 997)  cases  on  the  file,  further  complicating  any  valid  pre-/post- 
ORT  comparison. 

What  this  means  for  our  analysis  is  that  any  evaluation  of  FID  will  only  reflect  the  characteristics  of  the 
database  on  the  date  it  was  downloaded.  Because  the  database  itself  is  constantly  changing  (e.g.,  growing 
larger)  and  important  data  fields  can  and  will  change  over  time,  an  analysis  of  FID  represents  a  "snapshot 
in  time"  of  a  work  in  progress,  with  correspondingly  incomplete  data  for  the  most  recent  periods. 

While  the  above  characteristics  of  FID  place  restrictions  on  our  ability  to  analyze  the  data  in  the  context 
of  the  ORT  demonstration,  we  must  remember  that  the  FID  was  not  created  to  be  used  in  this  manner.  It 
was  created  as  an  information  sharing  mechanism  for  all  parties  involved  in  Medicare  fraud  and  abuse 
detection,  prevention,  and  prosecution.  It  would  appear  to  be  well  suited  to  meet  this  objective  although 
we  have  been  told  that  more  work  needs  to  be  done  to  expand  its  data  elements  to  make  it  more 
informative  and  to  develop  other  tools  to  make  it  more  user-friendly. 

3.4.2     Analysis  of  Summary-Level  FID  Data 

Our  analvsis  of  FID  begins  with  a  general  analysis  of  the  number  of  cases  and  Medicare  loss  amounts  on 
the  database  for  1993  through  the  first  half  of  1997  in  Section  3.4.2.1  below  and  then  proceeds  to  a  more 
ORT-related  analysis  of  these  same  case  and  loss  fields  on  the  FID  over  the  same  time  period  in  Section 
3.4.2.2  below. 
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3.4.2.1  General  Analysis  of  FID 

As  noted  above,  there  were  2,376  cases  on  the  suinmar\'-level  FID  file  received  from  HCFA  on  July  1. 
1997. 

Exhibit  3-3  shows  the  total  number  of  cases  on  the  FID  each  year,  beginning  in  1993.  by  the  Date  Initiated 
field  on  the  database.  Not  included  in  the  chart  are  the  95  cases  on  the  FID  with  pre- 1 993  initiation  dates. 
Total  cases  increased  consistently  between  1993  and  1996,  while  the  general  rate  appears  to  be  declining 
in  1997,  although  1997  data  must  be  viewed  as  preliminary.  Total  cases  were  201  in  1993,  increased  by 
slightly  over  100  percent  to  410  in  1994,  and  then  increased  by  86  percent  to  764  cases  in  1995.  However 
the  case  count  in  1996  of  786  was  only  3  percent  higher  than  that  for  1995,  while  the  case  count  for  the 
first  six  months  of  1997  of  120  appears  to  signal  the  beginning  of  a  decline  in  the  overall  annual  rates  of 
cases.  However,  the  numbers  for  1996  and  1997  should  be  treated  with  much  caution  since,  as  noted 
above,  we  can  expect  more  cases  with  initiation  dates  in  these  years  to  be  input  to  the  FID  in  1997  and 
subsequent  years. 

The  table  in  Exhibit  3-4  shows  the  questioned  costs  based  on  the  monetary  amounts  from  the  actual 
Medicare  loss  field  on  the  FID.  Since,  as  we  noted  above,  this  field  is  also  subject  to  change  as  cases 
progress  through  the  enforcement  system,  we  have  chosen  to  call  these  amounts  "questioned  costs"  in  our 
analysis. 

In  Exhibit  3-4  we  have  used  the  subject  type  and  subject  subtype  fields  on  the  FID  to  categorize  cases  by 
the  major  Medicare  institutional  and  professional  provider  groups  associated  with  the  abuse  in  each  case. 
Specific  provider  groups  in  the  table  include:  SNF,  hospital,  mental  health/psychiatric,  ambulance,  home 
health,  IPL/other  clinical  labs,  physicians/DDO/DDM,  and  DME.  We  have  also  included  a  catch-all 
category — called  ancillary  services,  miscellaneous,  other — for  all  other  cases  not  covered  by  the  above 
provider  groups.  Note  that  high-cost  cases,  defined  by  us  as  cases  with  more  than  $100  million  in 
questioned  costs,  are  included  in  a  separate  line  in  the  table  because  these  high-cost  cases  would  tend  to 
distort  a  year-to-year  analysis  of  questioned  costs. 

Leaving  these  high-cost  cases  out  of  the  analysis,  questioned  costs  increased  steadily  between  1993  and 
1995:  increasing  by  about  134  pecent,  from  $127.3  million  to  S297.7  million  between  1993  and  1994,  and 
by  127  percent  to  $676.8  million  in  1995.  Questioned  costs  for  1996  of  $413.7  million  indicate  a  40 
percent  decline,  although  it  is  much  too  soon  to  place  much  credence  in  this  and  the  1997  figure  of  $93.5 
million  at  this  date. 

3.4.2.2  ORT-Related  Analysis  of  FID 

Exhibit  3-5  displays  the  mix  of  contractor  cases  by  subject  type  for  all  except  extremely  large  cases. 
IPL/other  clinical  labs  accounted  for  the  most  questioned  costs,  30  percent,  in  1 993,  followed  closely  by 
DME,  27  percent,  and  home  health,  17  percent.  In  1994,  DME  accounted  for  the  most  questioned  costs, 
55  percent,  followed  by  home  health  at  13  percent  and  physician/DDO/DDM,  at  10  percent.  DME  was 
also  the  leader  in  1995  at  22  percent,  followed  by  physician/DDO/DDM  at  19  percent,  labs  at  1 8  percent, 
and  home  health  at  17  percent.  This  general  pattern  with  DME  leading  followed  by  the  other  three 
provider  categories  continued  into  1996.  Although  DME  still  leads  in  1997,  the  ancillary  services, 
miscellaneous,  other  category  shows  signs  of  growth  in  1997. 
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Exhibit  3-3.  Contractor  Cases 
by  Year  Initiated:  1993-1997 
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Note:  The  total  number  of  cases  from  January  1993  through  July  1997  is  2,281. 
Source:  HCFA  Fraud  Investigation  Database,  July  1997. 
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Exhibit  3-4.  Contractor  Cases:  Questioned  Costs 
by  Year,  1993-  1997 


YEAR 


SUBJECT  TYPE 

1993 

1994 

1995 

1996 

1997 

Total 

SNF 

$0.0 

$1.6 

$23.0 

$9.1 

$2  2 

$35.9 

Hospital 

$7.8 

$4.1 

$52.7 

$16.8 

$5  9 

$87.2 

Mental  Health/Psychiatric 

$3.3 

$11.7 

$47.3 

$23.2 

$6.0 

$91.5 

Ambulance 

$9.8 

$14.6 

$12.6 

$30.9 

$5.4 

$73.5 

Ancillary  Services,  Misc,  Other 

$4.1 

$12.3 

$30.9 

$35.2 

$19.9 

$102.3 

Home  Health 

$21  8 

$37.3 

$112.8 

$46.7 

$4,1 

$222  6 

IPUOther  Clinical  Labs 

$38.0 

$24.2 

$120.4 

$77.5 

$0.3 

$260.3 

Physician/DDO/DDM 

$8.3 

$29.0 

$125.7 

$78.2 

$10.9 

$252.2 

DME 

$34.2 

$1630 

$151  2 

$96.2 

$38  8 

$483.5 

Subtotal 

$127.3 

$297.7 

$676.8 

$413.7 

S93.5 

$1,609.0 

Extremely  large  cases  (>  $100M  each) 

$187.0 

$119.0 

$300.0 

$973.0 

$0.0 

$1,579.0 

(1  Case) 

(1  Case) 

(1  Case) 

(2  Cases) 

(0  Cases) 

(5  Cases) 

GRAND  TOTAL 

$314.3 

$416.7 

$976.8 

$1,386.6 

$93.5 

$3,188.0 

Source:  HCFA  Fraud  Investigation  Database,  July  1997. 


Exhibit  3-5.  IVlix  of  Contractor  Cases  by  Type 
excluding  Extremely  Large  Cases  (>  $100  Million) 


YEAR 


SUBJECT  TYPE 

1993 

1994 

1995 

1996 

1997 

Total 

SNF 

0% 

1% 

3% 

2% 

2% 

2% 

Hospital 

6% 

1% 

8% 

4% 

6% 

5% 

Mental  Health/Psychiatric 

3% 

4% 

7% 

6% 

6% 

6% 

Ambulance 

8% 

5% 

2% 

7% 

6% 

5% 

Ancillary  Services,  MIsc,  Other 

3% 

4% 

5% 

9% 

21% 

6% 

Home  Health 

17% 

13% 

17% 

11% 

4% 

14% 

IPLVOther  Clinical  Labs 

30% 

8% 

18% 

19% 

0% 

16% 

Physician/DDO/DDM 

7% 

10% 

19% 

19% 

12% 

16% 

DME 

27% 

55% 

22% 

23% 

41% 

30% 

Total  -  All  Cases  except  Extremely 
Large  Cases 

100% 

1 00% 

1 00% 

1 00% 

100% 

1 00% 

Source:  HCFA  Fraud  Investigation  Database,  July  1997. 


The  next  series  of  tables  in  Exhibits  3-6  through  3-8  plot  growth  rates  by  ORT  and  non-ORT  states  for 
the  three  ORT  provider  types,  DME  (Exhibit  3-6),  SNF  (Exhibit  3-7).  and  home  health/hospice  (Exhibit 
3-8),  in  the  1993  through  1996  period.  We  have  eliminated  cases  for  the  first  half  of  1997  from  these 
tables  because  of  their  preliminary  nature.  ORT  states  are  the  five  states  that  were  included  in  the  initial 
two-year  demonstration:  California.  Flonda,  Illinois,  New  York,  and  Texas.  Non-ORT  states  are  defined 
in  the  tables  as  all  other  states.  Exhibit  3-6  indicates  that  DME  cases  grew  steadily  in  both  ORT  and  non- 
ORT  states  between  1993  and  1995,  and  then  declined  sharply  in  1996.  Growth  rates  were  386  percent 
in  1994  and  1 14  percent  in  1995  in  the  ORT  states;  and  55  percent  in  1994  and  84  percent  in  1995  in  the 
non-ORT  states.  DME  cases  declined  by  57  percent  in  ORT  states,  and  by  28  percent  in  non-ORT  states 
in  1996.  Again,  we  need  to  avoid  placing  much  reliance  on  the  1996  figures  since  more  cases  for  this  year 
may  be  added  to  FID  in  the  ensuing  years. 

The  SNF  case  numbers  in  Exhibit  3-7  indicate  that  caseloads  for  this  provider  category  were  higher  in  the 
non-ORT  states  than  in  ORT  states  and  that  in  the  ORT  states  no  dramatic  changes  occurred  to  caseloads 
in  the  1993-1996  period.  However,  in  the  non-ORT  states,  caseloads  just  about  doubled  each  year 
between  1994  and  1996. 

Home  health/hospice  cases  in  Exhibit  3-8  indicate  a  mixed  pattern  between  ORT  and  non-ORT  states 
between  1993  and  1996.  Caseloads  for  the  ORT  states  exceeded  those  of  the  non-ORT  states  in  only  one 
year,  1995.  Overall  caseloads  in  both  types  of  states  increased  each  year  except  in  the  case  of  the  ORT 
states,  where  the  caseload  declined  by  1  case  in  1 996. 

The  next  series  of  tables  in  Exhibits  3-9  through  3-1 1  plot  change  rates  of  questioned  costs  by  ORT  and 
non-ORT  states  in  these  three  provider  categories  between  1993  and  1996.  ORT  states'  domination  of 
DME  carries  over  to  the  questioned  costs  category  where  it  led  non-ORT  states  in  these  monetary  amounts 
each  year.  Between  1993  and  1994,  DME  questioned  costs  in  ORT  states  increased  dramatically,  by  477 
percent,  but  then  declined  slightly  in  1995  and  more  steeply  in  1996.  Figures  for  the  non-ORT  states  show 
a  177  percent  increase  between  1993  and  1994,  no  change  in  1995,  and  a  small  increase  in  1996. 

Exhibit  3-10  indicates  that  questioned  costs  for  SNF  cases  in  ORT  states  exceed  those  of  non-ORT  states 
in  1994  and  1995  but  took  a  sharp  decline  in  1996  when  questioned  costs  in  non-ORT  states  were  eight 
times  higher.  Growth  rates  also  varied  across  both  types  of  states,  with  questioned  costs  in  ORT  states 
increasing  between  1993  and  1994  and  then  declining  sharply  in  1996  while  questioned  costs  in  non-ORT 
states  increased  every  year  between  1993  and  1996. 

Exhibit  3-1 1  shows  that  questioned  costs  of  home  health/hospice  cases  in  ORT  states  were  always  higher 
than  non-ORT  states  in  the  1993  to  1996  period.  They  also  show  a  steady  increase  in  these  costs  in  ORT 
states  between  1993  and  1995  and  then  a  67  percent  decrease  in  1996.  Questioned  costs  in  the  non-ORT 
states  experienced  mixed  growth  rates,  with  an  increase  in  1995,  no  change  in  1994,  and  a  small  decline 
in  1996. 
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Exhibit  3-6.  DME  Cases  by  Year: 
ORT  vs.  Non-ORT  States 


Exhibit  3-7.  SNF  Cases  by  Year: 
ORT  vs.  Non-ORT  States 
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Source:  HCFA  Fraud  Investigation  Database,  July  1997. 
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Exhibit  3-8.  Home  Health/Hospice 
Cases  by  Year:  ORT  vs.  Non-ORT  States 
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Exhibit  3-9.  DIVIE  Questioned 
Costs  by  Year:  ORT  vs.  Non-ORT  States 
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Exhibit  3-10.  SNF  Questioned  Costs 
by  Year:  ORT  vs.  Non-ORT  States 
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Exhibit  3-11.  Home  Health/Hospice 
Questioned  Costs  by  Year: 
ORT  vs.  NoN-ORT  States 
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Source:  HcFA  Fraud  Investigation  Database,  July  1997. 


3.4.3  Conclusion 

Can  we  conclude  anything  from  this  analysis  of  FID  summary  data?  Two  points  seem  justified: 

1.  These  data  provide  evidence  of  greater  contractor  enforcement  activity  prior  to  ORT, 
reflecting  major  HCFA  initiatives  with  its  contractors  —  particularly  the  DMERCs. 

2.  Given  the  limitations  of  FID  —  especially  the  incomplete  data  for  recent  years  —  it  is  too 
soon  to  say  whether  ORT  had  a  notable  effect  on  contractor  activity  in  ORT  states  and  for 
ORT  subject  types.  The  most  we  can  say  is  that  ORT  effects,  if  any,  are  not  so  large  as  to 
show  in  FID  —  as  of  July  1997  —  any  major  increases  over  the  positive,  substantial  pre-ORT 
increases. 

Thus,  at  this  point,  the  FID  data  provide  a  useful  reminder:  ORT  was  not  the  only  anti-fraud  activity  in 
the  mid-1990s.  In  the  case  of  Medicare  contractors,  HCFA  had  already  begun  initiatives  that  appear  to 
have  had  important,  positive  effects.  When  the  1996  and  1997  data  are  complete  (presumably 
months/years  hence)  HCFA  will  be  in  a  better  position  than  we  are  now  to  compare  the  relative  effects  of 
ORT  and  other  initiatives  on  contractor  activities. 


Abt  Associates  Inc. 


Appendix  3:  Contractor  Case  Studies 


3-45 


Attachment  1 


First  Wave  Case  Study 
Contractor  Interview  Protocol 


A.  Background/Purpose 


Thank  you  for  taking  the  time  to  talk  with  us  today  about  your  involvement  in  Operation  Restore  Trust 
(ORT).  A  major  component  of"  our  evaluation  is  a  set  of  detailed  case  studies  of  the  roles  of  Medicare 
contractors  in  the  ORT  demonstration.  Specifically,  we  would  like  to  focus  on  the  intensity  and  outcomes 
of  ORT  activities  on  your  Fraud  and  Abuse  and  other  Medicare  responsibilities.  To  identify  contractors 
for  the  case  studies,  we  asked  each  ORT  Regional  Office  to  identify  the  contractor  with  whom  it  has  hid 
the  most  involvement  in  terms  of: 


•     number  of  ORT-related  projects  and  studies; 


•  major  ORT  interventions,  such  as  database  exchanges  or  searches.  Special  Fraud  Alerts;  and 

•  major  impacts  in  terms  of  recoupments/recoveries,  sanctions  and  exclusions,  or  improved 
program  safeguards  (e.g..  prepayment  screens/edits  or  enhanced  postpayment  review  activity. 

The   RO  team  selected  for  the  case  study  this  year.  Next  year,  we  plan 

to  perform  a  similar  case  study  with  a  different  contractor  in  the  same  region. 

B.        Specific  Questions  on  ORT 

1.  How,  when,  and  from  whom  did  you  first  learn  of  the  ORT  initiative? 

2.  Other  than  this  general  introduction,  do  you  remember  about  when  you  were  first  contacted  by 
the  RO  ORT  team  about  an  ORT  project,  study  or  case? 

3.  Would  you  say  the  level  of  your  involvement  in  ORT  studies  has  increased,  decreased,  or 
remained  about  the  same  since  this  first  case/project-specific  contact? 

4.  Do  you  have  any  mechanism  for  tracking  or  estimating  your  costs,  in  terms  of  labor  and  other 
costs,  for  your  ORT-related  activities? 

5.  The  RO  has  identified   (number)  ORT-related  projects/studies  in  which  you  provided  data  or 
other  assistance.  They  are: 
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For  each  of  these  projects/studies,  can  you  tell  me: 


a)  What  type  of  provider  and  alleged  activities  were  being  investigated? 

b)  What  type  of  data  or  other  assistance  you  provided  to  the  RO  ORT  teams?  If  it  was  a  data 
search,  were  you  instructed  to  use  any  benchmarks  (such  as  number  of  HH  visits  per 
beneficiary,  etc.)  to  target  providers  for  study? 

c)  Whether  the  project/study  resulted  in  any  changes  to  your  internal  procedures  for  processing 
these  types  of  claims?  These  would  include  any  new  front-end  screens  or  edits,  or 
UR/medical  review  procedures.  Also  may  include  preparing  any  Special  Fraud  Alerts  or 
articles/notices  in  provider  newsletters. 

d)  Whether  the  project/study  led  to  any  exclusions  of  providers  from  Medicare  and/or 
overpayment  recoupments/recoveries  at  the  contractor  level? 

6.  Have  you  been  asked  by  the  ORT  teams  to  provide  representatives  to  participate  in  F&A 
presentations/meetings  to  publicize  the  ORT  initiatives,  such  as  the  Hotline  and  the  Voluntary 
Disclosure  Programs? 

7.  On  average,  how  many  referrals  a  month  do  you  receive  from  the  ORT  Hotline':'  Are  the  number 
of  referrals  increasing,  remaining  steady,  or  decreasing,  say.  from  late  last  year? 

8.  Overall,  have  you  noticed  any  major  differences  in  either  the  volume  or  types  of  F&A  interactions 
with  HCFA  and/or  the  OIG  since  ORT  began  in  1995? 

9.  Do  you  prepare  regular  summaries  of  your  ORT-related  activities  for  HCFA':*  If  so.  could  we 
receive  copies  of  these  reports? 

C.        General  Questions  on  Workload  Management 

10.  Do  you  have  an  internal  automated  MIS  which  you  use  to  track  all  F&A  cases?  If  no.  do  vou 
maintain  a  manual  logbook  or  other  method  to  receive  and  track  cases? 

1 1 .  Does  the  MIS  or  log  identify  the  date  the  case  was  received,  the  source  of  the  case  referral,  and 
the  date  and  place  (such  as  OIG)  to  whom  you  have  referred  the  case? 

12.  Have  you  been  using  any  special  identifier  or  flag  to  highlight  ORT-related  cases  in  the  tracking 
system? 

13.  Does  the  system  track  and  record  program  savings  (in  terms  of  recoupments/recoveries  at  the 
contractor  level)  of  cases? 

14.  If  you  have  an  automated  system,  can  the  cases  be  sorted  by  provider  type,  and  the  state  where  the 
provider  is  located? 
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15.  When  was  the  system  established  and  how  man>  years  of  case  records  are  carried  on  the  s>  stein'? 

16.  Could  you  identify  case  workloads  by  provider  type,  state  and  year.  say.  for  the  period  1994  to 
1996?  If  we  identified  such  sort  variables,  could  you  provide  us  with  the  number,  referral  source 
and  savings  of  these  cases? 
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Attachment  2 

Second  Wave  Case  Study 
Contractor  Interview  Protocol 

A.  Specific  Questions  About  Operation  Restore  Trust  (ORT) 

1.  I  would  like  to  start  off  by  seeing  if  we  could  list  all  the  Operation  Restore  Trust  projects/studies 
in  which  you  provided  data  or  other  assistance  to  HCFA,  the  OIG,  or  other  federal/state  agencies 
over  the  last  two  years. 

For  each  of  these  projects/studies,  can  you  tell  me: 

1 . 1  What  type  of  provider  and  alleged  activities  were  being  investigated/worked  on? 

1 .2  What  type  of  data  or  other  assistance  you  provided  to  the  RO  ORT  teams?  If  it  was  a  data 
search,  were  you  instructed  to  use  any  benchmarks  (such  as  number  of  services  per 
beneficiary,  or  cost  per  beneficiary/provider,  etc.)  to  target  providers  for  study? 

1 .3  Whether  the  project/study  resulted  in  any  changes  to  your  internal  procedures  for  processing 
these  types  of  claims?  These  would  include  any  new  front-end  screens  or  edits,  or 
UR/medical  review  policies/procedures.  Also  may  include  preparing  any  Special  Fraud 
Alerts  or  articles/notices  in  provider  newsletters. 

1.4  Whether  the  project/study  led  to  any  exclusions  of  providers  from  Medicare  and/or 
overpayment  recoupments/recoveries  at  the  contractor  level? 

2.  Have  you  been  asked  by  the  ORT  teams  to  provide  representatives  to  participate  in  F&A 
presentations/meetings  to  publicize  the  ORT  initiatives,  such  as  the  OIG  Hotline  and  the 
Voluntary  Disclosure  Programs? 

3.  On  average,  how  many  referrals  a  month  did  you  receive  from  the  ORT  Hotline  over  the  last  year? 
Did  the  number  of  referrals  increase,  remain  the  same,  or  decrease,  say,  from  the  previous  year? 
Did  you  notice  any  duplication  in  OIG  Hotline  referrals  and  referrals  from  your  own  sources? 

4.  Overall,  have  you  noticed  any  major  differences  in  either  the  volume  or  types  of  F&A  interactions 
with  HCFA  and/or  the  OIG  since  ORT  began  in  1995? 

5.  Did  you  prepare  regular  summaries  of  your  ORT-related  activities  for  HCFA  or  internal 
management?  If  so,  could  we  receive  copies  of  these  reports 

B.  Administrative/Policy  Questions 

6.  Are  fraud  losses  within  your  Medicare  payment  process  systematically  measured?  If  so,  how  are 
they  measured/estimated?  Have  there  been  any  major  changes  in  this  process  in  the  last  few 
years? 
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7.  Is  there  somebody  or  some  team  designated  within  your  Medicare  organization  as  responsible  for 
fraud  control  (as  distinct  from  fraud  investigation  I'!' 

8.  Does  your  Medicare  fraud-control  operation  place  deliberate  emphasis  on  discovering  new  forms 
of  fraud  as  early  in  their  development  as  possible':'  What  mechanisms  do  you  use  to  identify  these 
trends? 

9.  Can  fraud-control  analysts  or  investigators  implement  and  operate  fraud-specific  edits  and  audits 
within  the  payment  system,  enabling  them  to  suspend  claims  for  internal  review  or  external 
validation?  Has  this  process  changed  over  the  last  two  years? 

10.  Do  you  have  any  proactive  outreach/intelligence-gathering  methods  in  your  fraud-control 
operation?  Are  resources  for  proactive  outreach  and  intelligence-gathering  adequately  protected 
from  the  pressures  of  the  reactive  caseload?  Have  you  made  any  major  changes  in  this  activity 
over  the  last  few  years? 

11.  Do  members  of  the  fraud-control  team  routinely  communicate  with  other  insurers  and  law- 
enforcement  agencies  in  order  to  update  their  own  knowledge  about  emerging  fraud  trends:  and 
do  they  then  test  their  own  claims  population  to  see  if  such  fraudulent  practices  are  present?  Have 
there  been  any  changes  in  this  process  in  the  last  few  years? 

1 2.  What  is  the"unit  of  work"  in  your  Medicare  fraud-control  operation?  (Complaints,  cases,  problems 
practices,  products,  projects,  etc.) 

13.  Does  every  Medicare  claim  that  comes  in  run  some  small  risk  of  being  audited  in  a  way  that 
would  involve  validating  the  truthfulness  of  the  claim? 

14.  Sources  of  investigations  (cases).  Which  referral  mechanisms  produce  what  proportion  of  your 
Medicare  workload?  Any  major  changes  in  these  sources  in  the  last  two  years? 

15.  Staffing/Backgrounds/Resources  for  fraud-control  operations.  What  kinds  of  people,  skills, 
experiences,  backgrounds?  Have  you  added  more  staff  in  your  fraud  unit  in  the  last  few  years? 
Has  HCFA  increased  your  budget  for  fraud  and  abuse  activities  over  the  last  few  years? 

16.  How  is  the  performance  of  the  fraud-control  operation  measured?  How  is  quality  defined  within 
the  fraud-control  environment?  What  new  ways  of  tracking/measuring  fraud  and  abuse  have  you 
implemented  in  the  last  few  years? 

a.  Cost  benefit  analysis 

b.  Productivity  measures/efficiency 

c.  Effectiveness/impact 

17.  Criteria  used  for  case/investigation  selection. 

18.  What  are  perceived  constraints  on  effective  control?  (Resource,  prohibition  on  information 
sharing,  etc.) 
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19.  Anticipated  effects  of  various  refonn  proposals.  Industry  trends  and  their  consequences. 
C.        General  Questions  on  Workload  Management 

20.  Do  you  have  an  internal  automated  MIS  which  you  use  to  track  all  F&A  cases If  no,  do  you 
maintain  a  manual  logbook  or  other  method  to  receive  and  track  cases? 

21 .  Does  the  MIS  or  log  identify  the  date  the  case  was  received,  the  source  of  the  case  referral,  and 
the  date  and  place  (such  as  OIG)  to  whom  you  have  referred  the  case? 

22.  Have  you  been  using  any  special  identifier  or  flag  to  highlight  ORT-related  cases  in  the  tracking 
system? 

23.  Does  the  system  track  and  record  program  savings  (in  terms  of  recoupments/recoveries  at  the 
contractor  level)  of  cases? 

24.  If  you  have  an  automated  system,  can  the  cases  be  sorted  by  provider  type,  and  the  state  where  the 
provider  is  located? 

25.  When  was  the  system  established  and  how  many  years  of  case  records  are  carried  on  the  system? 
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Appendix  4 
The  Interaction  of  Operation  Restore  Trust 
and  the  Department  of  Justice 

4.1  Overview 

In  late  1993  Attorney  General  Janet  Reno  declared  that  health  care  fraud  was  the  No.  2  priority  of  the 
Department  of  Justice  (DoJ),  behind  violent  crime.  One  year  later,  the  Department  of  Health  and  Human 
Services  (DHHS)  was  completing  its  planning  to  implement  Operation  Restore  Trust  (ORT).  Thus  during 
roughly  the  same  period  of  time,  both  DoJ  and  DHHS  began  focusing  substantially  more  effort  on  health 
care  fraud  and  abuse.  That  fact  alone  constitutes  a  caution  to  the  ORT  evaluation:  in  particular,  a  caution 
against  any  offhand  causal  inferences  about  what  ORT  alone  has  brought  into  being. 

During  Operation  Restore  Trust,  there  were  important  changes  in  the  work  that  DoJ  did  and  the 
relationship  it  had  with  DHHS.  Operation  Restore  Trust  did  not  cause  these  changes,  however.  To  the 
'  extent  that  it  did  affect  DoJ  activities  and  the  working  relationship  between  DoJ  and  DHHS,  the  effect  was 
indirect. 

4.2  The  Roles  of  the  Two  Departments 

Sometimes  Justice  and  DHHS  work  together  in  fighting  fraud  and  abuse  and  sometimes  they  work 
independently.  Their  roles  can  be  divided  into,  first,  investigation,  and  second,  the  pursuit  of  sanctions. 

4.2.1  Investigations 

Many  instances  of  potential  fraud  and  abuse  are  investigated  by  the  fraud  units  of  the  Medicare 
contractors,  which  for  purposes  of  this  appendix  may  be  thought  of  as  part  of  HCFA.  Often  it  is 
questionable  whether  a  particular  claim  is  fraudulent,  abusive  or  simply  a  mistake.  Many  times  the 
contractor  estimates  the  size  of  the  overpayment,  the  provider  accepts  it  or  contests  it  informally  or  through 
administrative  hearings,  and  the  contractor  recoups  the  overpayment.  Neither  DoJ  nor  the  DHHS  Office 
of  the  Inspector  General  is  involved. 

If  fraud  is  more  evident  or  a  more  extensive  investigation  is  needed,  the  contractor  fraud  units  bring  in 
either  the  OIG  Office  of  Investigations  or  the  Federal  Bureau  of  Investigation.  01  or  the  FBI  also  develop 
their  own  cases,  of  course,  depending  on  leads  they  may  have  received  from  the  public,  HCFA,  the  Office 
of  Audit  Services  or  other  entities.  01  agents  have  police  powers,  albeit  limited,  and  use  police 
investigatory  techniques  in  pursuing  cases  of  possible  fraud.  Even  though  they  also  work  on  cases 
involving  the  Public  Health  Service  and  other  components  of  DHHS,  most  of  their  work  involves 
Medicare — because,  it  is  said,  "that's  where  the  money  is." 

When  the  FBI  and  01  work  together,  the  01  contribution  is  often  its  knowledge  of  the  Medicare  program 
and  its  ability  to  bring  in  other  DHHS  resources,  such  as  the  audit  staff  The  FBI,  for  its  part,  has  broader 
police  powers,  more  agents  and  more  experience  with  complex  criminal  investigations.  "The  bureau  has 
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a  ton  of  resources,"  as  one  01  agent  put  it.  In  New  York,  for  example,  the  FBI  has  an  airplane  it  uses  to 
take  surveillance  photos. 

Medicaid  fraud  is  handled  in  similar  fashion.  Medicaid  contractors  (called  fiscal  agents)  routinely  recoup 
overpayments  from  providers  just  as  the  Medicare  contractors  do.  The  Medicaid  programs  also  have 
surveillance  and  utilization  review  subsystems  (SURS)  units  that  monitor  utilization.  If  the  fiscal  agent 
or  the  SURS  unit  suspects  fraud,  it  refers  the  matter  to  either  the  FBI  or  the  state's  Medicaid  fraud  control 
unit  (MFCU).  The  MFCU  may  be  a  unit  of  the  state  police;  by  law,  MFCUs  do  not  report  to  Medicaid 
directors.  The  relationship  between  the  MFCU  and  the  Medicaid  program  is  therefore  similar  to  the 
relationship  between  OI  and  the  Division  of  Medicare. 

At  the  working  level,  the  FBI,  01  and  MFCU  agents  tend  to  know  each  other  and  to  refer  cases  to  each 
other,  depending  on  workload  and  relative  expertise.  The  FBI  and  MFCU  agents  are  usually  much  less 
familiar  with  HCFA,  the  Office  of  Audit  Services,  and  other  DHHS  components. 

Private  sector  health  care  fraud,  which  is  not  the  focus  of  this  report,  is  usually  handled  in  similar  fashion. 
Insurers  handle  fraud  problems  themselves  or  refer  them  to  the  FBI.  They  may  also  refer  possible  frauds 
to  other  police  agencies,  but  state  and  local  police  rarely  have  the  expertise  that  the  FBI  does. 

4.2.2    The  Pursuit  of  Sanctions 

Many  cases  of  possible  fraud  or  abuse  begin  and  end  with  the  contractor  recovering  an  overpayment  from 
the  provider.  In  the  cases  that  do  receive  further  scrutiny,  DHHS  can  obtain  certain  sanctions  without 
involving  the  DoJ.  Probably  the  most  severe  punishment  is  exclusion  from  the  Medicare  and  Medicaid 
programs,  which  is  often  described  as  the  "death  penalty"  for  providers  who  depend  heavily  on  Medicare 
and  Medicaid.  (One  problem  with  exclusions  is  that  they  make  it  much  less  likely  that  the  provider  will 
be  able  to  pay  back  the  money  it  owes.) 

The  Department  of  Justice  becomes  involved  when  criminal  actions  (often,  conspiracy  to  commit  fraud) 
or  civil  fraud  actions  (often,  actions  under  the  False  Claims  Act)  are  contemplated  against  organizations 
or  individuals.  The  Office  of  Investigations  or  the  FBI  brings  the  matter  to  the  local  United  States 
Attorney's  Office,  which  decides  whether  to  proceed.  The  assistant  U.S.  attorneys  who  try  the  cases  face 
the  same  challenges  that  the  FBI  does  in  learning  the  details  of  payment  policy.  "For  most  U.S.  Attorneys, 
HCFA  is  incomprehensible,"  one  Justice  official  told  us.  In  recent  years,  however,  the  level  of  expertise 
has  increased  notably;  the  USAO  health  care  fraud  unit  in  Miami  has  on  its  staff  an  auditor,  a  data  analyst 
and  even  a  "nurse  investigator." 

4.3    Changes  in  Health  Care  Fraud  Investigation  in  Recent  Years 

Despite  the  attention  that  we  have  paid  to  the  Office  of  Investigations  in  this  report,  it  is  important  to  keep 
in  mind  that  the  FBI,  overall,  devotes  more  effort  to  health  care  fraud  than  OI  does.  In  1996,  for  example, 
FBI  agents  put  in  256  work-years  on  health  care  fraud  across  the  country.  01,  by  contrast,  had  166 
investigators,  a  few  of  whom  worked  on  investigations  unrelated  to  health  care  fraud.  OI  is  properly  the 
focus  of  this  report,  but  it  is  also  less  than  half  the  nationwide  law  enforcement  effort  on  health  care  fraud. 
In  Miami,  for  example,  the  FBI  has  about  30  agents  on  its  health  care  fraud  task  force  while  01  has  9- 
itself  an  increase  from  just  3  as  of  April  1995. 
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Only  in  recent  years  has  FBI  has  taken  on  such  a  large  role.  In  1991.  for  example,  it  devoted  the 
equivalent  of  just  61  agent  work-years  to  health  care  fraud.  That  number  almost  doubled  in  1992,  and 
doubled  again  by  1996.  Over  the  same  time  period,  the  number  of  active  health  care  fraud  investigations 
rose  sixfold  from  365  to  2,200.  (See  Exhibit  4-1.)  The  increase  reflects  the  priority  attached  to  health  care 
fraud  by  the  Attorney  General  as  well  as  the  reality  that  FBI  agents  keep  finding  health  care  fraud  cases 
to  make. 

During  ORT,  the  FBI  and  01  each  posted  an  agent  in  the  other  organization's  central  office  as  a  way  of 
improving  coordination.  And  in  each  of  the  ORT  states.  FBI  agents  told  us  that  collaboration  with  the 
Office  of  Investigations  increased  in  recent  years.  But  the  role  of  Operation  Restore  Trust  appears  to  have 
been  indirect  at  best.  One  agent  said  there  has  been  "absolutely  no  impact  whatsoever  from  Operation 
Restore  Trust."  While  less  adamant,  other  agents  ascribed  the  increased  collaboration  to  a  mix  of  factors 
such  as  new  01  personalities  in  a  couple  of  states,  increased  staffing  in  both  the  FBI  and  01  offices  (and 
therefore  more  people  to  collaborate  with),  a  growing  realization  that  there  was  "enough  fraud  for 
everyone"  and  a  growing  appreciation  of  the  benefits  of  cooperation.  "But  I'd  be  hard  pressed  to  say  it's 
because  of  ORT,"  another  senior  FBI  official  said.  To  the  extent  that  ORT  did  make  a  difference,  the 
difference  appears  to  have  been  simply  the  increase  in  01  agents  that  it  allowed.  "The  commitment  with 
hiring  people  has  allowed  them  to  do  much  more,"  one  FBI  agent  commented. 

There  was  more  collaboration  between  the  FBI  and  the  Division  of  Medicare,  but  the  increases  have  been 
modest.  To  be  sure.  Medicare  has  sponsored  training  sessions  for  FBI  agents  that  are  reported  to  have 
been  very  useful.  Asked  whether  HCFA  would  have  conducted  such  sessions  several  years  ago.  one  FBI 
agent  responded,  "Absolutely  not."  In  California,  the  Division  of  Medicare  actually  worked  on  some  cases 
with  the  FBI,  which  was  unprecedented.  Thanks  to  a  protocol  signed  between  DHHS  and  DoJ,  FBI  agents 
now  have  easier  access  to  Medicare  contractors  and  the  data  they  hold.  But  the  agents  also  said  they  would 
be  more  effective  if  they  had  increased  access  to  Medicare  data  and  to  the  expertise  of  the  Office  of  Audit 
Services,  which  has  been  involved  in  very  few  FBI  investigations. 

One  agent  even  said  Operation  Restore  Trust  has  not  affected  HCFA  attitudes.  "A  lot  of  times  people 
from  HCFA  don't  think  there's  a  fraud  here-they  think  there's  a  'lack  of  education.'"  was  this  agent's 
comment.  "It's  very  difficult  to  deal  with  the  higher-ups  at  HCFA.  who  haven't  recognized  that  the  worid 
has  changed."  Based  on  the  interviews  we  conducted  with  DoJ  and  DHHS  officials,  the  agent  probably 
held  a  minority  opinion-but  it  also  illustrates  the  gaps  that  still  exist  between  law  enforcement  personnel 
and  program  officials. 

4.4    Changes  in  the  U.S.  Attorney's  Offices  in  Recent  Years 

Just  as  the  FBI  has  sharply  increased  its  efforts  on  health  care  fraud,  so  too  have  the  U.S.  Attorney's 
Offices  across  the  country.  Exhibit  4-2  shows  the  tripling  in  the  number  of  criminal  prosecutions  for 
health  care  fraud  between  FY  1992  and  FY  1996,  from  83  cases  nationwide  to  246.  Exhibit  4-3  shows 
the  similar  increase  in  civil  suits  filed,  from  28  in  FY  1992  to  90  in  FY  1996. 

Separately,  there  has  been  a  sharp  increase  in  the  number  of  qui  tarn  (or  "whistleblower"  suits)  that  have 
involved  allegations  of  health  care  fraud  under  the  False  Claims  Act.  Amendments  to  the  law  in  1986 
made  it  more  attractive  for  individuals  to  file  qui  tarn  suits,  under  which  the  individual  alleges  that  a  firm 
(often  the  citizen's  employer)  defrauded  the  government.  The  government  can  choose  to  join  or  not  join 
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Exhibit  4-1 

FBI  Work-years  and  Cases  Related  to  Health  Care  Fraud 


1991     1992     1993     1994    1995  1996 
Source:  Department  of  Justice,  draft  data  | 
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Exhibit  4-2 

USAO  Criminal  Prosecutions,  Defendants  and  Convictions  for  Health  Care  Fraud 
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Exhibit  4-3 

USAO  Civil  Suits  Filed  Regarding  Health  Care  Fraud 
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the  suit;  in  either  case,  the  individual  receives  a  share  of  any  recoveries.  In  1992  ]\9  qui  ram  suits  were 
filed  across  the  country,  of  which  1 4  alleged  health  care  fraud.  By  1 996  the  number  of  suits  had  jumped 
to  361,  of  which  200  involved  health  care.  (See  Exhibit  4-4.)  Since  1986,  the  federal  government  has 
recovered  about  S 1 .3  billion  from  qui  tarn  cases,  of  which  about  one-quarter  came  from  health  care  cases. 

Besides  the  sharp  increases  in  staffing,  the  U.S.  Attorneys  Offices  also  undertook  or  participated  in  several 
other  initiatives  designed  to  increase  the  resources  devoted  to  health  care  fraud  and  to  ensure  that  those 
resources  were  better  coordinated. 

•  Since  1 993  each  of  the  94  U.S.  Attorney's  Offices  has  designated  a  coordinator  for  health 
care  cases.  Larger  offices  have  separate  coordinators  for  criminal  and  civil  actions.  The 
coordinators  typically  have  other  responsibilities,  however. 

•  In  some  ORT  states,  the  U.S.  Attorney's  Office  participated  regularly  in  health  care  task 
forces.  In  South  Florida  and  Southern  California,  for  example,  this  appears  to  have  resulted 
in  closer  cooperation  with  HCFA  in  particular. 

•  At  DoJ's  central  office,  a  Special  Counsel  for  Health  Care  Fraud  was  appointed  to  coordinate 
initiatives  within  the  Department  and  with  other  departments.  A  report  summarizing  DoJ 
efforts  was  published  in  1994,  and  an  update  will  be  published  soon.  As  of  July  1997.  this 
position  was  vacant,  however. 

•  The  National  Health  Care  Fraud  Working  Group,  which  brings  together  federal,  state  and 
local  officials  from  across  the  nation  on  a  quarterly  basis,  has  doubled  in  size  in  recent  years. 

•  The  Executive  Level  Health  Care  Policy  Group  was  formed  in  November  1993  to  coordinate 
efforts  between  Justice  and  DHHS.  It  meets  monthly  and  comprises  senior  officials  from 
Justice,  the  FBI,  the  OIG,  and  HCFA. 

Justice  and  DHHS  signed  an  agreement  (referred  to  earlier)  so  that  U.S.  Attorney's  Offices 
and  FBI  agents  could  obtain  information  directly  from  Medicare  contractors  rather  than  going 
through  the  OIG.  The  agreement  became  effective  in  June  1994. 

•  The  Attorney  General's  Advisory  Committee — which  comprises  U.S.  Attorneys — created  the 
Health  Care  Fraud  Subcommittee  in  1 994  to  make  policy  recommendations  to  the  central 
office. 

•  More  effort  has  been  made  at  the  local  level  to  train  Assistant  U.S.  Attorneys  in  health  care 
fraud.  Meanwhile,  Justice  has  sent  training  materials  on  health  care  antitrust  issues  to  OI 
agents. 

As  was  true  with  the  FBI,  these  changes  were  substantial,  important,  and  probably  not  due  to  ORT.  "It 
can't  all  be  attributed  to  ORT,  but  it  seemed  to  all  happen  at  the  same  time,"  was  how  one  attorney  put  it. 
These  changes,  like  ORT  itself,  were  an  indication  of  the  deepening  concern  in  Washington  about  health 
care  fraud. 
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Exhibit  4-4 

The  Growth  in  Health  Care  Qui  Tarn  Cases 
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At  the  working  level.the  DoJ  attorneys  with  whom  we  spoke  reported  little  change  in  the  types  of  cases 
they  were  receiving  from  the  Office  of  Investigations,  although  numbers  mcreased.  But  several  did  refer 
to  new  attitudes  at  HCFA.  "The  change  at  HCFA  is  huge."  one  said.  "HCFA  has  become  extremely 
conscious  and  extremely  concerned  about  fraud  and  abuse  prevention  and  enforcement,  and  has  become 
a  very  active  partner  with  us."  In  Miami,  an  assistant  attorney  described  the  new  HCFA  satellite  office 
as  "an  immense  help."  Dunng  ORT.  the  USAO  and  the  Division  of  Medicare  established  a  working 
relationship  where  previously  assistant  attorneys  had  to  tr>'  to  find  help  on  policy  questions  from  the  HCFA 
central  office  in  Baltimore.  "We'd  get  the  'ivory  tower  read,'  and  now  we  don't  have  to  deal  with  that  any 
more,"  one  said. 


Abt  Associates  Inc. 


Appendix  4:  Interaction  with  the  Department  of  Justice 


4-9 


1 


1 


